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Z New light and medium duty GMCs bring truck styling 
THERES A comfort, safety and stamina to a new all-time high 
y All-steel cabs are 3% inches longer and 9% inche 

wider than prewar. They have new tubular fram 

adjustable seats with nearly double the number « 

seat springs ... new windshields that are 5% inche 

wider and 2 inches higher . . . new larger doors ani 


windows ... new ventilation with provision for fresh 
air heating . . . new insulation, soundproofing an 
weather sealing. And these new GMCs have many 
improved, war-proved engine and chassis features 


GM TRUCK & COACH DIVISION « GENERAL MOTORS CORPORATIC 


New GMC Pickups for public utility service are offered in 4 
models of 116” 1254" and 137” wheelbase, in capacities 
of 2, % and 1 ton. There are also Canopy Express, Platform, 
Stake and Panel models, plus many other chassis types. 


THE TRUCK OF VALUE 
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No. No. C-60 Burner 
B-80 Burner 
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No. U-24 Burner 


BARBER Designs 


— As Well as Builds — All Types of 
Appliance Burners 


Barber not only makes countless types of burner units for hundreds of gas 
appliance manufacturers, but also continually functions, for its customers, as a 
source of basic engineering assistance, and a testing laboratory for the design 
and development of these various burners. Starting from scratch, Barber can 
design and then produce the correct unit—in shape, size, jets, fuel capacity, and 
any special characteristics—to suit any individual appliance, no matter what its 
use or the type of fuel to be consumed. 

Many leading appliance makers will have nothing else but Barber Burners, 
because they have learned from years of experience that Barber is best equipped 
to provide the utmost in operational efficiency and in freedom from headaches, 
needless expense, and consumer complaints. To get this kind of co-operation on 
your burner problems, you have only to call on us. The superior quality of Barber 
Burners is always a favorable ection on the merit of products which you 
make, sponsor or sell. 

Barber, the pioneer specialist in the industry, freely offers its expert 


consulting and development services for your use, without obligation. 
Ask for Catalog. 


THE BARBER GAS BURNER CO., 3704 Superior Avenue, Cleveland 14, Ohio 


BARBER BURNERS 
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To Be SOUND, rotes must compensate for all costs, should develop. ~ a7) 

markets, should not be discriminatory, and should be applicable to os 

: leads widely varying in choracter. Best rate design is based on facts. Only 
Fe mecsured facts are known facts. aenaey Lincoln-Type eres Demand 
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phy years ago a retiring president 
of the United States Independent 
Telephone Association made a rather 
shrewd observation to the effect that a 
utility’s public relations and a utility’s 
employee relations were so interconnect- 
ed as to be, in effect, the opposite sides 
of the same coin. He had arrived at this 
as the result of many years of patient 
observation. In all that time he had never 
seen a utility with good public relations 
over a long run which did not also have 
good employee relations. 


Tuis relationship can be viewed in a 
broader light if the sphere of employee 
relations is simply regarded as another 
phase of public relations. More than 
that, when management really gets down 
to cases, in analyzing its public rela- 
tions, it probably can find a number of 
“publics” — overlapping groups whose 
interests are variously affected by the 
utility company’s operations. Even the 
consuming public cannot be regarded as 
one general insoluble classification for 
purposes of public relations treatment. 


Rates very often develop conflict of 
interest among industrial, commercial, 
small consumer. A small residential user 
of gas or electric service, for example, 
may find his interest affected by a rate 
or service policy regarding the larger 
domestic service user, and so on through 
the rural and other specialized groups. 


ND yet, running like a red thread 
through all of these particularized 
public relations problems is the need for 
“getting over” to the intended audience 
a point of view which will be accepted 
as intended. If the job is well done, the 
designated “audience” will accept the 
message in the spirit of enlightened self- 
interest. But the technique involved is 
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just as important as the quality of goods 
to be delivered, because the technique is 
the “deliverer.” No brand of merchan- 
dise, however excellent in its manufac- 
ture or production, can possibly be ap- 
preciated unless and until it is actually 
delivered to the customer. Public rela- 
tions is an intangible brand of merchan- 
dise which a utility company must de- 
liver and deliver constantly to all of its 
varied groups and subgroups. 


In this issue we have a most forth- 
right and practical analysis of policy at- 
titudes which a utility company’s top level 
management might well espouse in de- 
termining upon its public relations tech- 
niques. It is written by an author who 
is triply qualified. C. J. ALLEN, author 
gf this opening feature article, is not 
only a utility executive but a veteran 
expert in public relations and advertis- 
ing, with a background of editorial asso- 
ciation. He joined the Connecticut Light 
& Power Company in 1917 and rose suc- 
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YOU, T00, CAN SAVE MONEY 


Here’s a ““Job-Rated”’ truck... a truck 
that FITS the hauling job for which it 
was built! 


You, too, can buy a truck that will fit 
your job . . . save you money! 


You can get a “Job-Rated” truck 
powered with exactly the right one of 
7 engines—plus the right gear ratio— 
to provide the pulling power you need, 
with the economy you want. 


Such a truck will be built with exactly 
the right clutch, transmission, rear 
axle—the right units throughout ... 
for “top” performance with your loads 
over your roads. 








You can be so sure of getting a money- 
saving, long-lasting truck like this, be- 
cause Dodge builds 175 different “‘Job- 
Rated’”’ chassis models. 


To make sure that your next truck is a 
dependable, economical ‘‘Job-Rated”’ 
truck, see your Dodge dealer . . . be- 
cause only Dodge builds ‘“‘Job-Rated”’ 


trucks. 
* 7. ” 


Your Dodge dealer is interested in 
your continued satisfaction: First, by 
selling you a truck that fits your job; 
Second, by giving you dependable truck 
service; Third, by providing you with 
truck parts identical with original 
Dodge “‘-Job-Rated”’ truck parts. 











ONLY DODGE BUILDS “Got Raid TRUCKS 


Fit the Job. ..Last Longer ! 
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8 PAGES WITH THE 
cessively to the posts of executive as- 
sistant, assistant secretary, assistant 


treasurer, division manager, and director 
of public relations. He became vice 
president in charge of public relations in 
March, 1946. He is ex-president of the 
Public Utilities Advertising Association 
and director of the Advertising Federa- 
tion of America. He also is a member 
of the Connecticut Editorial Association 
and various other business groups. 


* * * * 


T° our issue of July 3rd of this year, we 
published an article by the head of 
the Capital Transit Company on the pe- 
culiar development of Washington urban 
transport from stage-coach and horse-car 
days down to the present. In this issue 
we have something of an unintended se- 
quel, written in popular style, which 
analyzes the difficulties confronting fu- 
ture planning of urban transit in the na- 
tion’s capital. It is the article entitled 
“Battle of the Bottleneck,” beginning on 
page 144. The authoress, Beatrice M. 
GUDRIDGE, is a professional radio writer 
now resident in Washington, D. C., who 
occasionally writes “outside” articles as 
well. Miss GuprRIDGE is assistant to the 
well-known Washington radio news com- 
mentator, H. R. Baukhage, of the 
American Broadcasting Company. 


ALTHOUGH “Battle of the Bottleneck” 
may seem somewhat more local in its ap- 
peal than the usual articles which appear 
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in this magazine, it deals with a problem 
which is, in principle, by no means pe- 
culiar to Washington, D. C. True, the 
nation’s capital does have an unusually 
large number of circular intersections for 
special reasons well developed in the 
article mentioned. But is there a city in 
America today, worthy of the name, 
which is not suffering from analogous 
growing pains in its urban transit sys- 
tem? And is it not true that any attempt 
to alter traditional landmarks in any 
large city brings about a similar outbreak 
of criticism and opposition from neigh- 
boring landowners, taxpayers, people 
with their own ideas of transportation 
planning, and so forth? 





THE famous debacle at Dupont circle 
is simply a glorified nightmare edition of 
what is happening in a less spectacular 
fashion in many cities all over the United 
States. It may not be an expensive and 
elaborate underpass, as in the case of the 
celebrated Dupont circle. It may be sim- 
ply cutting down a row of stately elms 
for street widening, or putting car tracks 
through some beloved parkway, or some 
similar necessary act of “devastation.” 


THE path of progress is always peril- 
ous and is never cheap, as both trans- 
portation and highway planners can 
readily testify. 


oe 


A STRICTLY factual analysis of the be- 
havior of wartime prices in the gas 
and electric field by a well-qualified ex- 
pert is the subject of the substantial sta- 
tistical article which begins on page 151. 
The author, IsraeL Putnam, until very 
recently was a price economist of the U. 
S. Bureau of Labor Statistics—a post he 
came to Washington to take in 1942. He 
was born in Elmira, New York, in 1910 
and graduated from Cornell University 
in 1931, remaining several years to do 
postgraduate work. He was a security 
analyst in New York city from 1934 
through 1939. 


THE next number of this magazine 
will be out August 14th. 


Ae CliXiae 
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BRANCHES EVERYWHERE 

















Control of operations results from accurate accounting pro- 
duced at the speed required by modern public utilities. Con- 
sider your customer's accounts, the wide variety of information 
required, the number of records that should be prepared. 

One Remington Rand public utility billing machine can pro- 
vide simultaneous posting for every record your operation 
requires — eliminating unnecessary labor, time and energy. 
These effective machines are designed to provide the extra 
facts and figures for your organization that will permit man- 
agement thinking at every level of operation. 

Your Remington Rand specialist will illustrate graphically 
how you can produce customer bills with the maximum ease 
of operation. Write for additional information to Remington 
Rand Inc., Adding-Bookkeeping-Calculating Machines Divi- 
sion, Department PUF, 315 Fourth Avenue, New York 10, N. Y. 


Reninglon Read 
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Imagine doing an analysis job 


with not 6... but 300 hands! 


| peameed what happens in our Bill Fre- 
quency Analyzer which is one of the 
most remarkable machines you ever saw. 
It is an electro-mechanical device with 300 
registers which automatically classify and 
accumulate—all in one step! 


150,000 te 200,000 


This mechanical marvel is exclusive with 
us and of especial interest to you for the 
speed and ease with which the machines 
compile bill analyses. 


Operated by our trained personnel, these 
machines can analyze between 150,000 and 
200,000 bills in one day! And no clerical 
work is required in your office. 


The cost for this unusual service is also 


worth looking into. The charge is but a 
small fraction of a cent per item. 
Get all the facts 


Read the FREE booklet, “The One-Step 
Method of Bill Analysis,” which will give 
you further details. Send for it now! 





RECORDING AND STATISTICAL CORPORATION 


102 MAIDEN LANE, 


NEW YORK 5, N. Y. 
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EprtoriaAL STATEMENT 
The Wall Street Journal. 


J. F. Lincotn 
President, Lincoln Electric 
Company. 


Excerpt from advertisement of 
N. W. Ayer & Son, Inc. 


EprtoriAL STATEMENT 
The New York Times. 


Davip LAWRENCE 
Columnist. 


Tuomas E, Dewey 
Governor of New York 


Eprtor1AL STATEMENT 
The (New York) Sun. 
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Remarkable Remarks 


“There never was in the world two opinions alike.” 








—MONTAIGNE 





“It is not enough that government live within its income. 
It must also make every effort to reduce the income within 
which it must live. That is truly anti-inflationary.” 


* 


“There is no such thing as collective bargaining. There 
is merely the domination of labor and the collecting of 
anything that labor insists it wants from the consumer, as 
we are now seeing.” 


* 


“Neither the men and women in industry nor the money 
in industry can be effective without good management 
Nothing else is so important to the workers’ welfare, the 
investors’ welfare, or the public welfare.” 


* 


“In 1917 the debt was only 3 per cent of the national 
income. It rose at the peak of World War I to 41 per 
cent, but in the period of debt retirement of the Twenties 
declined to 22 per cent. Today it not only surpasses but has 
almost doubled the national income in size.” 


* 


“The modern labor leader is willing to talk profits when 
they are high. But when a depression occurs, as it did in 
1932, and companies like those in the steel business suffer 
a drastic drop in earnings, the cry is that corporations 
should pay for employee wages out of reserves and keep 
production going.” 


* 


“Every weak government is game for the Communists 
who conspire to weaken it and then use its weakness to 
destroy it, and put a dictatorship in its place. One of their 
most useful devices is the strike which paralyzes govern- 
ment, for wher™government stops functioning, then their 
small, well-disciplined minority can take it over.” 


oa 


“To make unions equally responsible before the law 
with employers is not to strip them of their benefits or 
their rights. It is but to make their responsibilities match 
their power. Until such a balance is achieved, such a 
monopolist as John L. Lewis can throw the United States 
into economic turmoil twice a year, or oftener if it suits 
his whim.” 


12 









ne ¢ 
onr 


his 


rop 










me. 


‘hin 


nal 
per 
ties 


has 


sts 
to 
eir 


eir 


aw 


tch 


tes 





ly 31, 1947 


Public Utilities Fortnightly 


13 








JOHNNY CAPACITOR’S KILOVAR ECONOMICS g 


ON-THE-SPOT KILOVARS 





ARE EVEN MORE IMPORTANT 





ON INTERCONNECTED SYSTEMS 











JOHNNY SAYS: 





This pressure is being met in part by 
he economies provided by system inter- 
onnections and heavier line loadings. 
his operating practice dictates that in 
tder to efficiently operate the system and 
roperly control voltage, the operator 
tust have control of sources and paths of 
ow of kilovars as well as kilowatts. 









The philosophy of dealing with kilo- 
ars and kilowatts as two independent 
ommodities provides a practical and 
aightforward means of analyzing and 







GENERAL ‘3 ELECTRIC 
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“Capacitors have put on long pants. They are now one of the mest 
important economic tools available to the system planner and designer 
to help him meet the ever present pressure to deliver lower cost power.” 


designing system supply. By this concept, 
it becomes a simple matter to operate on 
the basis of producing kilovars by auxil- 
iary means, such as capacitors, located at 
or near the load, and releasing line ca- 
pacity for carrying additional kilowatts 
of pay load. 

A General Electric field representative 
will be glad to explain in further detail 
the specific advantages of applying capaci- 
tors to your system. Write to Apparatus 
Department, General Electric Company, 
Schenectady 5, N. Y. 








REMARKABLE REMARKS—( Continued) 







































WILLIAM WHITE “The people of this country who want government own- 
President, Delaware, Lacka- ership, whatever their motives may be, are hard to find. 
wanna & Western Railroad. It is this overwhelming opposition that makes it difficult 


to convince people that government ownership is a distinct 
threat, and makes our people complacent.” 


“ \ 
WiraM A. Irwin “.., the scope of governmental activity in economic pur- [Em 
Economist, American Bankers , Suits has been tremendously widened ... there has there- ff 
Association. fore inevitably been built up a vast bureaucracy which is 
very costly ... and... we are already partly on our way 
toward the socialization of both income and wealth.” 
* 
JoHN TABER “There has been only one major dam built in this nation 
U. S. Representative from on a solid, self-supporting financial basis, That was 
New York. Boulder dam, a Republican project. The remainder of 


these New Deal dams and hydroelectric power projects 
all depend on Federal taxpayer subsidies to keep them 


going.” 
* 
MaTTHEW WoOLL “It is incumbent upon both management and labor to 
Vice president, American display an economic and social statesmanship of the high- 
Federation of Labor. est order, and in so doing demonstrate that a free economy 


and free labor, stimulated by technological progress and 
an enlarged social vision, can and will promote higher liv- 
ing standards and a more abundant life.” 


* 
RoswELL MacILy “Few Federal agencies are wholly unnecessary or wholly 
Former Under Secretary of undesirable. Most of them perform some useful service, 
the Treasury. though they may perform it wastefully. Some can be 


eliminated, but, in more cases, agencies need to be trimmed 
down to fit present peacetime conditions. Too many Fed- | 
eral administrators are still budgeting on the basis of the 
free-spending days of the war.” 


-” ‘ 
Rosert P. RuSSELL “Atomic energy would remove much of the current 
President, Standard Oil strain on oil and the industry looks to atomic power as a 
‘Development Company. welcome assistance. When atomic projects are able to 


assume a share of the energy-supplying load, the oil in- 
dustry can concentrate on products for automobiles, air- 
planes, other small compact and efficient power units, and 
in the production of chemicals.” 


o 
ArtHuR W. BINNS “Do you realize that a very large minority in this coun- 
President, National Home and try is fanatically opposed to the institution of private 
Property Owners Foundation. ownership of property? That these people believe you, 


as property owners, to be their oppressors; that they be- 
lieve that you must be stripped of your property so that 
all—the lazy and thriftless included—may enjoy the bene- 
fits of your creative thought, your initiative, and your 
labor.” 
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‘UMERCURY SWITCHES BY MERCOID 
HAVE THE ENDURANCE OF PROVIDING 


MILLIONS 


OF “MAKES” AND “BREAKS” IN THE ELECTRICAL CIRCUIT 








USED EXCLUSIVELY 
IN ALL TYPES OF 
MERCOID CONTROLS 


THEY ASSURE FULL 
PROTECTION AGAINST 
SWITCH TROUBLES 


DA (Double Adjustment) 
Pressure Control 


MEANING 


BETTER AND MORE DEPENDABLE CONTROL PERFORMANCE 
INCLUDING MUCH LONGER AUTOMATIC CONTROL LIFE, 
FOR HEATING AND AIR CONDITIONING EQUIPMENT— ALSO 
FOR NUMEROUS IMPORTANT INDUSTRIAL APPLICATIONS 


esse ese eeeeenereeseseseeeseseese7#see#e@*eeestk#eFestestereeeeeeeeestseeeeeee eee ee 












THE MERCOID CORPORATION, 4201 BELMONT AVENUE, CHICAGO 41, ILL. 
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Recent C-E Steam Generating 











COMBUSTION 


CE PRODUCTS WMCLUDE ALE TVPES OF BONERS, FURNACES, PULVERIZED FUEL SYSTEMS AMD STORERS: ALSO SUPERNEATERS, ECONOMIZERS AND AIR MEATEXS 
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Units for Utilities... 


MEREDOSIA POWER STATION 


CENTRAL ILLINOIS PUBLIC SERVICE COMPANY 


¥.. C-E Unit, illustrated here, is now under construction in 


the Meredosia Power Station of the Central Illinois Public 
Service Company at Meredosia, Illinois. 

It is one of four duplicate units for this station designed for 
a pressure of 950 psi, a total steam temperature of 910 F and a 
maximum continuous capacity of 285,000 lb of steam per hr. 

These units are of the 3-drum type with completely water- 
cooled, basket-bottom furnace. They are pulverized coal fired 
using C-E Raymond Bowl Mills and Vertically-Adjustable, 
Tangential Burners. The Elesco Superheaters are of the two- 
stage type. Superheat temperature control is assured by virtue 
of the vertically-adjustable burners in conjunction with remote 
manually regulated bypass dampers. C-E Tubular Air Heaters 


follow the boiler surface. B-143 


& 
NENGINEERING 


200 MADISON AVENUE ° NEW YORK 16, N. Y. 
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Now! CRESCENT 
A\luminum 
Building 
Wire 














] 


EXCELLENT 
ALTERNATE FOR COPPER! 


COSTS LESS! PROMPT SHIPMENT! © 


Aluminum feeders, particularly in the larger sizes 
show a substantial saving in cost per ampere of use- 
ful circuit capacity in most cases as compared with — 
copper. CRESCENT Aluminum Building Wire is made ff 
with ENDURITE heat resistant insulation in sizes num- | 
ber 4 AWG to 1,000,000 C. M. as Type RH - 75°C - ff 
600 Volts. Send for Bulletin 471 for complete infor- 
mation. 


CRESCENT @ 
WIRE and CABLE “= | 


CRESCENT INSULATED WIRE & CABLE CO. 
TRENTON, N. J. 


— 
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Help for Top Management 
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EBASCO 
Offers You These Services :— 
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NORWALK DISC CHECK VALVES 


Preferred by gas engineers for 70 years 









Sizes From 


3” 


36” 





Immediate Delivery 
on smaller sizes 
From Stocks at 11 Branches 
Hard Seat or Composition Seat 


Quality of workmanship and material and Cast iron or bronze in small sizes. Cast iron 
sound engineering are good reasons why exclusively in the larger sizes. Steel or al 
Norwalk stays on top in the disc check valve minum bodies available on special order. %' 
field. But that’s only part of Norwalk’s story. ‘© 3” sizes screwed, 4” screwed or flanged 
Convenient stocks of Norwalk products at 11 6” to 36” flanged. 

branches help keep installation crews work- - All 125 pound standard. Large capacity with 
ing without interruption. Norwalk also has low pressure drop. 14” pressure will open fully. 
qualified gas men at those same 


branches to help their customers All discs are ground in. Swing 


disc assembly is easily accessi- 
ble for cleaning, repair or re 
placement . .. without removing 
valve from line. 


with the tough problems. 


Norwalk disc check valves are 
available with horizontal swing 
disc, vertical swing disc or free 
floating disc, with either hard 
seat or composition seat. 


NORWALK VALVE COMPANY 


33 Railroad Avenue South Norwalk, Conn. 


SOLE MANUFACTURERS 
NORWALK CONNELLY 


Request complete specifications 
and prices today. 








VALVES e REGULATORS # GOVERNORS GOVERNORS e VALVES e RE 


GAUGES ¢ N-50 INSPIRATOR GAUGES @ MERCURY | 
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Attilities Almanack 


z JULY z 


Y Appalachian Gas Measurement Short Course will be held, West Virginia University, 
Morgantown, W. Va., Aug. 25—27, 1947. 























y AUGUST e 


{ American Institute of Electrical Engineers, Pacific general meeting, will be held, 
San Diego, Cal., Aug. 26—29, 1947. © 








{ American Society of Mechanical Engineers will hold meeting, Salt Lake City, Utah, 
Sept. 1-4, 1947. 





Mid-West Gas School and Conference will be held, Iowa State College, Ames, Iowa, 
Sept. 8-10, 1947. 





Instrument Society yt America will hold second annual conference and exhibit, Chicago, 
Ill, Sept. 8-12, 1947. > 








| Michigan Independent Telephone Association will hold meeting, Lansing, Mich., 
Sept. 17, 18, 1947. 





| Indiana Electric Association will hold meeting, French Lick, Ind., Sept. 17-19, 1947. 





American Water Works Association, Michigan Section, will hold meeting, Bay City, 
Mich., Sept. 18-20, 1947. 





| Rocky Mountain Inde ; ndent Telephone Association will hold meeting, Salt Lake City, 
Utah, Sept. 22, 23, 1947 





American Water Works Association, Kentucky-Tennessee Section, will hold g 
meeting, Louisville, Ky., Sept. 22-24, 1947. 





American Bar Association will hold annual meeting, Cleveland, Ohio, Sept. 22-26, 1947. 








{ Interstate Oil Compact Commission begins summer quarterly meeting, Great Falls, 
Mont., 1947. 





I —_ Coast Gas Association will hold annual meeting, San Diego, Cal., Sept. 23-25 
1947. 





American Water Works Association, Ohio Section, will hold meeting, Columbus, Ohio 
Sept. 30, Oct. 1, 1947. 1 
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Courtesy, Philadelphia Company 


Soldiers of Public Service 


Not men from Mars. These operators at a Duquesne 
Light Company high-voltage station are wearing 
special safety equipment to protect them 
from arcing and burns as they 
check 22,000-volt equipment 
with voltage detector 
sticks. 
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A Connecticut Yankee Looks 
At Public Relations 


The phenomenal rise of public relations consciousness in the 
business world is undoubtedly one of the most important new 
features of the business history of our time. Here is a descrip- 
tion of the beneficial difference public relations has made, both 
to specific business and to the business community as a whole. 


By C. J. ALLEN* 
VICE PRESIDENT, CONNECTICUT LIGHT & POWER COMPANY 


WENTY years ago many business 

executives regarded it as their 

chief duty to make more profits 
for their stockholders. Otherwise they 
tended to consider themselves more or 
less on their own. Within the relatively 
few years that have elapsed since, this 
concept has been widened and trans- 
formed to the more realistic, respon- 
sible one of serving every group with 
whom management deals. 





*For personal note, see “Pages with the 
Editors.” 
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Although, like most widespread 
changes in attitudes and thought, this 
one had multiple causes, the most im- 
portant undoubtedly was the length and 
severity of the depression of the Thir- 
ties. The depression caused a break- 
down in the confidence and belief, held 
almost universally up to that time, in 
the ability of business and business in- 
stitutions to operate almost automati- 
cally in the public interest. After hav- 
ing been the dominant force and popu- 
lar idol of the booming Twenties, busi- 
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ness found itself the convenient, ready- 
made scapegoat for the public during 
the lean, threadbare, depression years 
of the Thirties. 

The result was the business regula- 
tory legislation that all of us, and par- 
ticularly those in the public utility field, 
have such ample experience to know. 
This reaction on the part of the public 
to legislative regulation in turn led 
management, in many situations, to 
set up a department with the function 
of interpreting and explaining the com- 
pany, its problems and policies, to the 
public. And the usual title to describe 
this function came to be public rela- 
tions. 

In functioning as the Voice of the 
Company, public relations deals with 
four principal groups—employees, 
stockholders, customers, and the gen- 
eral public—and I should like first to 
consider, from a hardheaded Connect- 
icut Yankee viewpoint, one or two of 
the more prominent public relations as- 
pects of each. 

Of these four groups, employees at 
the present time, I think, offer the pub- 
lic relations staff of most companies 
its greatest opportunity. This not to 
underrate the importance of the other 
three. The suggested emphasis is sim- 
ply a matter of urgency for better pub- 
lic relations work with employees at 
this particular time. It was downright 
startling to learn in 1945 from the Na- 
tional Opinion Survey for the Electric 
Companies’ Advertising Program that 
39 per cent of the utility employees cast 
a vote of blanket approval for Fed- 
eral ownership and operation, such as 


the TVA. 


| gine aside from any special 
problem within our own industry 
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there is urgent need for informing the 
average worker—I call him Joe Gas- 
pipe—about the problems and func- 
tions of management; the importance 
of both production and profits ; and the 
relationship between production and 
his own standard of living. Quite liter- 
ally, the continued existence of the free 
enterprise system as we have known 
it depends very largely upon our skill 
and success in reaching Joe and telling 
him the facts, and telling him about 
them so clearly and simply that they 
cannot possibly be misunderstood. 

It is impossible to overestimate the 
importance of this job of informing the 
worker, Joe’s resentment of profits, his 
hostility to them, and his ignorance of 
the role of profit in our economy are, 
as Peter Drucker, economist, has 
pointed out in a recent series of articles 
in Harper's Magazine, a very real 
danger to our economic stability. Sur- 
veys indicate that workers believe that 
profits run at about 25 per cent. Busi- 
nessmen, of course, know that the ac- 
tual figures on industrial profits show 
that they run, on an average, between 
1 and 10 per cent of sales and on in- 
vested capital an average of 5 per cent 
in a good year. They know how false 
and absurd Joe’s notions on profits are 
in the light of these facts. But Joe 
doesn’t know. Furthermore, he will 
never learn how false they are unless 
he is informed by a source he trusts and 
believes. 

“The problem,” Drucker says, “is to 
give the worker an understanding of 
the nature and importance of increased 
productive efficiency and of profits, and 
to give him a real interest in both.” 
More is needed for this, of course, than 
public relations can do, working alone. 
But in so far as clear verbal illustration 
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and explanation are demanded, public 
relations has a task cut out. 


Beers already exist for the job of 
informing America’s workers— 
most companies have an employee 
magazine or newspaper; they issue 
special informational pamphlets, book- 
lets, and messages from time to time, 
and many distribute an employees’ re- 
port, similar to the annual report to 
stockholders, but directed, of course, 
to an employee audience and with the 
terminology and financial accounting 
as simplified and graphic as possible 
rather than detailed and technical. 

In using these media for employee 
communication, a good public relations 
man must, however, be constantly 
aware of his audience. An easily ob- 
servable weakness of many employee 
magazines and newspapers, as well as 
other employee informational material, 
is that they are on too high a level to 
hold the average reader’s attention. A 
casual examination of some employee 
publications will show that those re- 
sponsible for them are overly sensitive 
to the potentialities of the house organ 
as a means of describing and getting 
across to employees the very real and 
changing problems that management 
faces, but they are insufficiently aware 
of the sad but inescapable fact that 
serious articles and educational stories 
alone may reduce readership to the van- 
ishing point unless relieved by light 
reading with a full quota of pictures. 


The human animal is more interested 
in amusing his mind than developing 
it, and however much we may deplore 
this fact we cannot ignore it if we wish 
to have a live employee publication 
which will be widely read by our 
workers, If our articles do not attract 
readership, then the futility of printing 
them is fairly obvious. I hope I have al- 
ready suggested the importance of and 
need for serious expository articles. 
What I am trying to say here is that 
they won’t have the readers, and thus 
the effectiveness, they should unless the 
house organ in which they appear is also 
plentifully supplied with personals and 
pictures and stories which command 
immediate and wide employee interest. 


HE serious articles themselves too 
often read as if written for the 
smart, scholarly top executive in his 
paneled office, with little thought for 
the thousands of happy-go-lucky, non- 
intellectual Joe Gaspipes for whom they 
are supposedly intended. When this is 
so, the likelihood of Joe’s reading such 
an article is naturally dim. It comes 
down largely to a matter of the words 
and language appropriate to the audi- 
ence of employees. In a typical electric 
utility company, about 60 per cent of 
employees have less than a high school 
education ; 34 per cent have only gram- 
mar school training or less. 
It is clear that words should be sim- 
ple and sentences fairly short for easy. 
readability. In fact, readability experts 
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prise system as we have known it depends very largely upon 


q “Quite literally, the continued existence of the free enter- 


our skill and success in reaching Joe [the average worker] and 
telling him the facts, and telling him about them so clearly 
and simply that they cannot possibly be misunderstood.” 
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who make a business of improving 
newspapers say the shorter the sentence 
the better. It is not necessary to be diffi- 
cult, pompous, and wordy. The story 
can be written in a snappy, lively, read- 
able style as well as in a pontifical, 
pedantic style. But this important fact 
is too often overlooked or ignored. 

A short while ago our company was 
urged by a large national organization 
to distribute messages to all our em- 
ployees. This message was studded with 
such $10 wordage as preémptive— 
correlation — insatiable — axiomatic 
— machinations — recalcitrant — un- 
abashed — wittingly — irrefutable — 
ludicrous — collectivism, and such im- 
posing phrases as humanitarian re- 
formist — countenanced sedition — in- 
exorable result — correlative theme — 
malign perfection — indoctrinated to 
subordinate truth to policy (isn’t that 
a pippin?)—and the techniques noted 
are illustrative rather than exhaustive. 
Can you imagine Joe Lineman or Sam 
Serviceman dallying long with that sort 
of highfalutin talk? 


—— type vocabulary, and the writ- 
ing of which it is a feature, is fine 
for a magazine like Fortune which is 
intentionally written for the manage- 
ment level, but it is absurd and wasted 
in a publication or booklet aimed at 
common denominator employees. When 
a piece requires, as the one I quoted 
from did, a markedly superior vocabu- 
lary, Joe is not going to bother to look 
at it. And so management’s best-in- 
formed attempts and hopes of bringing 
understanding and enlightenment via 
the printed pages are bound to go 
aglimmering. 

On this account it repays many times 
those who write for Joe to keep some 
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reminder of him— whether mental 
image or physical object — before 
them while they write as a constant aid 
to keeping in mind the fundamental 
truth that it’s the collective Joes who 
determine how effective what they 
write really is. In this sense it is Joe 
who exercises the final, important judg- 
ment and not his supervisors. 

Many public relations outfits are 
mushrooming these days and a lot of 
them are not enough concerned with 
the important fundamentals of ““Who’s 
Going to Read This?” They have this 
tendency, and it’s fatal in connection 
with serious subjects—of designing, 
whether consciously or unconsciously, 
their material for the executive desk 
instead of for Joe Gaspipe, the reader. 
Here is where an alert top manage- 
ment can protect itself by turning to its 
advertising and public relations depart- 
ment for guidance on this vital matter 
of “Who’s Supposed to Read This?” 

Lyman Bryson, educational director 
of the Columbia Broadcasting System, 
in his foreword to Rudolph Flesh’s 
brilliant work—The Art of Plain Talk 
—says: “Writing for any practical 
purpose is a difficult and elusive art. 
Many young people go through school, 
or are pushed through, without ever 
really learning to read. And, yet these 
people, millions of them, vote and run 
machinery and handle the dangerous 
gadgets of a civilization of which they 
understand very little. We live, un- 
luckily perhaps, in a world where a good 
deal of public and private business has 
to be done in print. And the one virtue 
that is important and seldom shown is 
to be understood.” 


Bie second important group I 
would like to consider public rela- 
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Public Relations Prescription 


cé £ attain a really happy and successful relationship with either cus- 

tomers or community, a public relations staff needs the support 

of chiefs who are themselves public relationshiped . .. Making friends 

for your company is a job for the company as a whole. It cannot be done 

by a public relations office housing a mimeograph machine and a few 

publicity people. It requires the willing participation of every employee 
in his relations with the public he meets.” 





tions-wise is the stockholders. And in 
the field of the stockholders’ reports, 
the chief source of information to the 
stockholder about his company, top 
management’s difficult job can be and 
is being made easier by the aid of com- 
petently administered advertising and 
public relations. 

Although stockholders are presum- 
ably prepared to read and understand 
a more technical language than em- 
ployees, there is still no excuse for in- 
flicting them with unnecessarily pomp- 
ous, foggy, and verbose English. Not 
long ago George Kerr’s well-written 
article, in Pusiic UtTi.ities Fort- 
NIGHTLY'—“Some Tips on the Phras- 
ing of Company Reports”—offered 
some sound advice, aimed particularly 
at the electric companies, on the vo- 
cabulary and general verbal construc- 
tion of their reports. Too many of us 


1Vol. XXXVIII, No. 12, p. 740, Dec. 5, 1946. 
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seem to feel that we have to wear a 
kind of verbal stiff shirt before we can 
decently talk about ourselves. There is 
too often a resort to the lengthy pomp- 
ous phrase when a simple one would be 
better and more exact. Doesn’t “elec- 
tricity” do as well as “electric energy,” 
asked George—or “‘company workers” 
instead of “company personnel” ? Why 
dress up a word that’s already com- 
plete, like “payroll expenses” instead of 
“payroll” ? 

An enormous advance has already 
been made in making annual reports 
more revealing, more readable, more 
alive. In comparison with the dull, dead 
little financial reports that were given 
stockholders twenty years ago, reports 
today are many times superior, but for 
most of us there is still, I think, room 
for improvement. As The New York 
Times recently said, editorially: “It is 
an art to make the readers of an an- 
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nual report feel like a partner in the 
concern.” 


HE vast improvement in -stock- 

holders’ reports in the past five or 
six years is indicative of what can be 
done when top management and public 
relations are working together. 

In its relations with the other two 
groups, customers and general public, 
with which it is necessarily concerned, 
management can and does benefit great- 
ly from smart, capable public relations 
aids. If something goes wrong with 
your service explain it to the folks. If 
you’re really good, you can make a vir- 
tue of your own shortcomings or bad 
luck. One of the most striking proofs 
of how good advertising can do a job 
was given by the AT&T during the 
war. That astutely managed company 


used a considerable portion of its ad- 
vertising space to inform its customers 
that the service it was giving was poor 
and to explain why superior service 
was impossible and service of any kind 
subject to unforeseeable delays and 


stoppages. It extensively employed 
every medium to explain operating and 
personnel problems. As an indication of 
the degree of public understanding it 
had reached, the company found that 
it had more applications for new service 
six months after VJ-Day than it had 
at the end of the war, and that com- 
plaints from the public were less than 
25 per cent prewar. How is that for 
making a virtue of necessity? 

The prescription for good public re- 
lations is not so simple as to “go out 
and hire some good writers and orators 
and your trouble will be over.” To at- 
tain a really happy and successful rela- 
tionship with either customers or com- 
munity, a public relations staff needs 
JULY 31, 1947 


the support of chiefs who are them- 
selves public relationshiped, and it 
must build that support by winning the 
confidence of its chiefs for the policy 
it advocates. Making friends for your 
company is a job for the company as a 
whole. It cannot be done by a public re- 
lations office housing a mimeograph 
machine and a few publicity people. It 
requires the willing participation of 
every employee in his relations with the 
public he meets. 


ve show again and again that 
the service customers and com- 
munity receive from a company largely 
determines their attitude toward the 
company. Once an emotional attitude 
has been formed, it is inevitable and 
natural to find reasons to justify it. All 
of us do this even though we sometimes 
try to kid ourselves that we are being 
objective and coldly rational. 

In one large American city, for in- 
stance, gas rates were among the low- 
est 25 per cent for cities of that size, 
while electric rates were among the top 
25 per cent, Gas service was marked by 
an indifference to the individual con- 
sumer. The electric company, however, 
gave special attention to meeting cus- 
tomer requests as quickly and courte- 
ously as possible. A survey disclosed 
that the general belief of the public in 
the locality was that the gas rates were 
exorbitant, and electric rates fair and 
reasonable. Perhaps even more impor- 
tant was the finding that those inter- 
viewed frequently expressed the con- 
viction that the electric company should 
be kept free from municipal owner- 
ship. 

The all-important foundation of 
good, sound public relations is com- 
pany actions ; only in so far as they are 
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enlightened can its public relations de- 
partment come of age. Actions still, as 
ever, speak louder than words but ac- 
tions with words form the most effi- 
cient and potent means of public rela- 
tions communication. 

For the advertising and public rela- 
tions man to meet successfully the chal- 
lenge offered by each group —em- 
ployees, stockholders, customers, and 
general public—at least four require- 
ments must be met : One, he must know 
his business; two, he must know that 
he knows it (which is something else 
again) ; three, he must be able to pre- 
sent his ideas and offer his advice on 
the policy-making level with recogni- 
tion of the fact that he can speak about 
advertising and public relations with a 
specialist’s knowledge; and, four, he 
must be a master of the art of presenta- 
tion, that magic formula for convinc- 
ing your Boss that your plan is a good 
one and for winning his confidence that 
you have the what-it-takes to put it into 
execution. 


N°? one who has had the opportunity 
to see the high-grade advertising 
agency function in this important field 
can have anything but admiration for 
what he observes. You will not, there- 
fore, misunderstand when I say that 
both top management and advertising 
managers have many times much to 
learn from the competent, well- 
equipped agency in the art of presenta- 
tion. Utility top management must, as 


it usually is, be accessible to the adver- 
tising and public relations manager, 
and if it is not then it is the duty of the 
latter to do everything reasonably pos- 
sible to have the door opened to him. 
But once open he himself must have 
the what-it-takes to tell his own story 
convincingly and well. 

There is one aspect of this problem 
which may be partly responsible for the 
unwillingness or inability of advertis- 
ing men to tell their story properly to 
their own top management, Those who 
have done newspaper work or handled 
publicity for any company or institu- 
tion do not have to be told how large 
the don’t-use-my-name group is. There 
is a feeling on the part of many really 
fine people that some sort of social error 
has been committed if their name ever 
appears in the vulgar public prints, Re- 
fusal to permit the mention of their 
name is, strangely enough, apparently 
considered by them to be firsthand evi- 
dence of sterling character, earnest en- 
deavor, and high resolve. Some top 
managers carry this crusade so far as 
to issue orders that they are not to be 
mentioned in employee magazines or 
house organs or anywhere else without 
their personal OK. 

As part of this passion for privacy 
and phobia of publicity they naturally 
have a tendency to close-mouthedness, 
to not wanting to talk about news. A 
retreat into a shell of “no comment,” or 
“nothing to say,” is especially absurd 
in the case of controversy as the an- 
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selling more than appliances, more than kilowatt hours, more 


q “WE need, all of us, to keep constantly in mind that we are 


even than our companies. We’re selling a way of life that has 
provided for Americans a higher standard of living than any 
known in the whole jumbled history of this planet.” 
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tagonist—let’s say a labor union, in the 
case of a strike threat—cannot miss 
having much the better of it in the news 
columns. If the other fellow—regard- 
less of who or what he be—takes prop- 
er advantage of the opportunities for 
presenting his cause to the public, it 
may be the height of folly for a com- 
pany or its chiefs to retire into secre- 
tive silence. Far from admiring such 
reticence, the modern reading public 
all too often assumes that such compa- 
nies are embarrassed because they have 
something they want to hide. Of 
course, there are situations in which in- 
stant publicity is not helpful and the 
casual outburst of an irresponsible 
critic doesn’t necessarily require refuta- 
tion, but the no-comment approach has 
been badly overdone. 


ie is this contagious reticence, spread- 


ing out so easily from top manage- 
ment, which in some cases has in- 
fected public relations practitioners and 
which first must be overcome before 
they can work at the top of their form. 
As it is now, the advertising and pub- 
lic relations man, observing this pas- 
sion for reticence in many important 
people, may be pardoned if, having been 
exposed to more than his share of this 
sort of high character testimony, he be- 
comes a little sensitive himself lest too 
oft made reference to his department 
and its activities results in his acquiring 
the reputation of having a poor batting 
average in the shrinking violets’ 
league in which so many of the best 
people are performing so nobly. 

In many situations, the advertising 
or public relations manager is definite- 
ly listed on the management level in the 
organization chart. This isn’t neces- 
sarily a matter of title; he may have a 
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high-sounding designation or none at 
all without placing him within or with- 
out the management council. It is sim- 
ply a question of how useful the adver. 
tising man is permitted to be and per- 
mits himself to be to top management, 
The opportunities are as limitless as 
can be. Competent top management is 
continually searching for aid in doing 
a better job. 

And advertising and public relations 
can be a very real help to top manage- 
ment providing they are given the op- 
portunity to act as the Voice of the 
Company. 


W: need, all of us, to keep con- 
stantly in mind that we are sell- 


ing more than appliances, more than 
kilowatt hours, more even than our 
companies. We’re selling a way of life 
that has provided for Americans a 
higher standard of living than any 
known in the whole jumbled history of 
this planet. And was this just caused 
by chance, operating blindly ? Freedom 
in the realm of business and economic 
life has been as fruitful, invigorating, 
and beneficial in its effects as our other 
freedoms have been in their separate 
realms and in their effects upon the 
whole complex of American life. Yet 
we have among us those—a minority 
but a highly vocal one—who would dis- 
card freedom as a way of life and sub- 
stitute a planned economy, regimenta- 
tion, controls, and any one of a number 
of current “isms” which, as we have 
seen them applied in practice, have a 
way of degenerating into “planned en- 
slavement.” 

And so it’s one of the important 
functions of advertising and public 
relations to give top management the 
aid it asks for by using the tools with 
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which the advertising and public rela- 
tions department is presumably best 
equipped—the use of words. Not the 
legalistic jargon of the dry-as-dust 
court room, not the florid lingo of the 
look - at - all - the - big - words - I - 
know school, not the pedantic wordage 


too often exalted in the classroom as 
being in the best English tradition, but 
the language Joe Gaspipe understands 
even though the grammar and syntax 
may be a little more orthodox, but not 
necessarily any the less colorful than 
Joe’s everyday speech. 





Is It Planning or Improvization? 


¢ ‘— F course we want all of the voluntary planning for the future that 

we can possibly have on the part of labor, management, agricul- 
ture, and government. It is the duty of government, moreover, to do for- 
ward planning in respect to fiscal policy, taxation, public health, the na- 
tional defense, etc. Compulsory planning and control of the nation’s 
economic life, however, is in a totally different category. As Peter 
Drucker said in a recent book: ‘The panacea which is being advertised 
today under the misleading name of “Planning” is not a preparation for 
future event and contingencies. It is the abolition of all limitations on gov- 
ernmental power.’ 

“The long history of man’s struggle for freedom indicates that a part 
of the price he must pay for it is the willingness to assume a large measure 
of responsibility for his own physical well-being. Whenever men have 
endeavored to transfer their economic responsibilities to the shoulders 
of other fallible men calling themselves government, they have eventual- 
ly reared a Frankenstein monster that has turned and devoured their 
political, intellectual, and spiritual liberty. Plutarch’s sage observation 
that ‘real destroyer of the liberty of any people is he who spreads among 
them bounties, donations, and largesses,’ still holds good, along with 
Plato’s prediction about 350 sc that ‘democracy contains no long-range 
force which will check the constant tendency to put more and more on the 
public payrolls.’ ” 

—H. W. PRrenris, Jr., 
President, Armstrong Cork Company. 
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Battle of the Bottleneck 


Probably the worst traffic headache confronting any transit 
company is the famed Dupont circle in Washington, D. C., with 
its “wrong-way”’ car tracks and history-conscious citizenry. 


By BEATRICE M. GUDRIDGE* 


HEY’RE digging a couple of big 
holes in Washington. One hole 


on the White House front lawn 
will, when completed, house an under- 
ground addition to the Executive man- 
sion carpenter shop. Uprooted sod and 
turf will be replaced when the job is 
done and the lawn will look the same as 
ever. 

The other hole is going under Wash- 
ington’s famed Dupont circle. It will 
become a Connecticut avenue under- 
pass for one of the biggest traffic bot- 
tlenecks in the country. 

Nobody seems to mind the change 
being made in the White House setup 
because everyone knows the grounds 
will look as they did before. But hun- 
dreds of people, including Washing- 
ton’s celebrated newspaper publisher, 
Eleanor (Cissy) Medill Patterson, are 
up in arms over the underpass. They 
don’t want it. Thus, for the third time 
in a few years, Dupont circle becomes 
the center of a hot controversy. 

*For personal note, see “Pages with the 
Editors.” 
JULY 31, 1947 


Of all the classical traffic jams in 
world history or geography, Dupont 
circle is entitled, at least, to a prominent 
place position from the standpoint of 
harassed common carrier operators in 
the nation’s capital. Times square in 
New York, Charing Cross station in 
London, and the Bubbling Well road 
in Shanghai, all may have moments of 
denser traffic at given times. But Du- 
pont circle stands out as about the 
orneriest bottleneck that ever provoked 
streetcar, bus, and private vehicle op- 
erators to prayers, tears, or profanity, 
according to their respective spiritual 
dispositions. 

In a way, the Dupont circle mess— 
and it is just that—is a horrible ex- 
ample of what streetcar and bus op- 
erators are likely to be confronted with 
in any American city where arterial 
obsolescence in the highway system has 
left a many-sided problem of removal. 
The circle removal plan has brought 
out just about every form of opposi- 
tion that a civic highway improvement 
project could reasonably encounter and 
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a few forms of opposition which even 
the most imaginative could hardly 
dream would be encountered. Viewed 
in this light, the battle of the bottle- 
neck is an object lesson worthy of study 
for urban transit planners everywhere. 
In a nutshell, the circle underpass proj- 
ect has brought forth the following ar- 
ray of opposition: a prominent pub- 
lisher; prominent neighborhood resi- 
dents ; neighborhood businessmen ; his- 
tory lovers; tree lovers; dog lovers; 
timid old maids; penny-pinching tax- 
payers; people who say the plan will 
not work; people who have a better 
plan; people who think the streetcars 
are on the way out; and people who 
think that an over-all subway system 
should be on the way in. 


M*** a motoring tourist has driven 
slowly down Connecticut avenue 
sycamores and _ store 
fronts to enter the west-side roadway 
of the circle. Suddenly he looks up 
from his wheel to be confronted with 
the terrifying spectacle of one of 
Washington’s apple green, super- 
streamlined streetcars bearing down 
straight at him—coming north around 
the west side of the circle when by all 
laws of traffic and logic, the streetcar 
should be 386 feet away across the cir- 
cle traveling north up the east side. 

Nervous tourists (and most Wash- 
ingtonians) readily believe the old 
legend that a certain socialite with a 
house on the east side of the circle, and 
influence in the right Washington cir- 
cles, refused to let northbound street- 
car tracks run by her mansion. In 
consequence, the transit company was 
supposed to have been obliged to lay 
north- and south-bound tracks side by 
side on the west drive of the circle. It 
isn’t so. 


admiring its 
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What happened was that in early 
horse-drawn carriage days when 
Washingtonians went driving out of a 
Sunday to visit the cemeteries (a re- 
spected Sabbath pastime for many 
years), carriages went any which way 
around the circle. It depended on the 
horse. 

The only traffic problems then con- 
cerned wandering cows and pigs. In 
1809 the city council passed An Act to 
Prevent Swine from Going at Large 
below Massachusetts Avenue, one of 
the streets intersecting Dupont circle. 
Presumably the swine were free to go 
at large through the circle and above 
it, since the area up there was mostly 
farm land. 


B* the 1860’s the site still wasn’t 
well developed. In fact, sophisti- 
cates who lived in Georgetown or in 
comfortable brick mansions a block or 
so from Capitol Hill, raised their eye- 
brows when Senator William M. 
Stewart of Nevada started building his 
house in 1874. He had picked a site on 
the northwest side of Dupont circle 
between Massachusetts and Connecti- 
cut avenues. Presumably the Senator, 
a man from the wide-open spaces, 
wanted to get away from it all, for that 
site at .he time was considered a very 
remote location. Washington gossips 
had a lot of fun giggling over 
“Stewart’s castle,” or as they were 
more apt to dub it: “Stewart’s folly.” 

Today on that very same ground 
stands a branch of the Riggs National 
bank. Its employees, if they cared to, 
could count 52,000 automobiles, 1,750 
streetcars, and innumerable. pedes- 
trians passing around the circle every 
day. 

But up to the late 1800’s traffic 
around the circle was still fairly casual. 
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It was still a tossup as to whether the 
horse toiling up Connecticut avenue 
would choose the east or west side of 
the circle. 

Later, horse-drawn streetcars came 
into use. One line ran north up Con- 
necticut halfway around the circle to 
turn west at P street. The city planners 
could have solved matters then and 
there if they had run that line clear 
around the east side of the circle and 
back to P street to continue west. But 
they didn’t. They laid the northbound 
tracks cozily close to the southbound 
tracks on the same (west) side of the 
circle, and there they have been ever 
since. 


N” only is there double trouble 
with the streetcar tracks, but 
Dupont circle has the dubious distinc- 
tion of being the only 10-point inter- 
section in the United States, and one 
of the very few in the world. Into 
its circular roadway pours traffic from 
five streets—from Massachusetts and 
Connecticut avenues, two major high- 
ways, as well as traffic from P street, 
New Hampshire avenue, and 19th 
street. 

And things are going to get worse 
instead of better. A survey undertaken 
by the highway commission of the Dis- 
trict of Columbia indicates that the 
present-day figure of 52,000 automo- 
biles using the circle every day will be 


upped by 1955 to 68,000 per day. 
That’s just automobile traffic. Street- 
cars, busses, and bicycles were not esti- 
mated. 

There are accidents around the cir- 
cle. Not many, to be sure—only 
twenty-seven last year—and nobody 
was killed. As traffic experts glumly 
put it: “You can’t drive fast enough 
around Dupont circle to kill anybody; 
the traffic flows like glue.” 

Worst results of a peak-hour expedi- 
tion around the bottleneck are lost time, 
frayed nerves, and a disposition to beat 
one’s wife upon arriving home. 

For these reasons, plans for the $4,- 
000,000 “hole’—an underpass for 
Connecticut avenue which will take 
vehicular traffic and the controversial 
streetcar tracks down under the circle 
—were made. Automobiles will sweep 
through the tunnel in four under- 
ground lanes. The streetcar tracks will 
be under the car lanes, and passengers 
will be loaded and unloaded under- 
ground. The District’s streetcar com- 
pany, Capital Transit, is willing to go 
along with the plan, even though re- 
routing the tracks will cost them a cool 


$450,000 to $500,000. 


= plans were laid in 1945 as part 
of the District’s ambitious post- 
war highway program. The joint 
board of commissioners, a group which 
represents the 843,000 voteless resi- 
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don, and the Bubbling Well road in Shanghai, all may have 


q “TIMES square in New York, Charing Cross station in Lon- 


moments of denser traffic at given times. But Dupont circle 
stands out as about the orneriest bottleneck that ever pro- 
voked streetcar, bus, and private vehicle operators to prayers, 
tears, or profanity, according to their respective spiritual dis- 


positions.” 
JULY 31, 1947 
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dents, approved the project ; funds were 
appropriated by Congress; the high- 
way commissioner got his orders ; con- 
tracts totaling some $185,000 were let 
for the changing of utilities and a 
storm sewer for Connecticut avenue. 
Washington, busy buying new cars and 
refrigerators, and learning all over 
again what Republicans looked like, 
didn’t bat an eyelash. 

But a few months later booms began 
to swing over the circle’s elms. Steam 
shovels bit into the roadway. Cranes 
and power trucks, wooden sawhorses 
and buckets of tar lined the streets. 
Men with picks and shovels went to 
work on the sidewalks. Then some in- 
dividual citizens and groups in Wash- 
ington let out a squawk that could be 
heard clear to Mount Vernon. 

Cissy Patterson, publisher of the 
Times-Herald, didn’t like it. She ob- 
jected to plaster falling in one or the 
other of the 30-odd rooms in her house. 

The Connecticut Avenue Associa- 
tion didn’t like it. They’re a group of 
125 merchants — purveyors of fancy 
foods, fashions, and fripperies whose 
stores are located along Connecticut 
avenue. They fear that sending five 
blocks of the avenue underground will 
ruin their businesses—swank busi- 
nesses comparable to those on Madison 
avenue in New York. 


Ges tax-paying and _ business 
groups didn’t like it. They think 
the whole thing costs too much. 

The tree lovers didn’t like it, and in 
a city where there are six trees to every 
inhabitant, the tree lovers have to be 
reckoned with. The tree lovers are 
mad because five 50-year-old elms 
within the circle will have to be cut 
down. 
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There are other objectors: the man 
who asked why anyone should bother 
about rerouting streetcar tracks any- 
way. He claims all people in all cities 
will ride busses in the future. 

And the man who philosophized: 
“The District government has spent 
considerable money to fill up holes 
(much of Washington is built on re- 
claimed swampland). Now they want 
more money to unfill a hole.” 

And the man who is anticircle. Anti 
any circle. Says they’re passé. He 
would take the streetcar lines and run 
them straight through Dupont circle 
park on up Connecticut. 

And the women who shudder at the 
“unfortunate” things that might. hap- 
pen in a dark underpass. 

And the man who worries about 
tired government workers having to 
walk up and down stairs to get to a 
streetcar loading platform. 

Then there is the usual coterie of 
leave-things-as-they-were Washington- 
ians. They don’t like the underpass. 
But they never approve of any innova- 
tion on the general principle that it’s 
sure to ruin something historical. 

Not available is the opinion of Ad- 
miral Samuel F,. Dupont who stood, 
upright and bewhiskered in statuary, 
smack in the middle of the circle for 
thirty-seven years. They carted him 
away in 1921 to make room for the 
magnificent fountain. There were 
people who didn’t like that either. 

Pro-underpass are the joint board 
of commissioners, the highway and 
traffic departments of the District gov- 
ernment, and any harried Washington 
motorist or streetcar operator who at- 
tempts to negotiate the circle during 
rush hours. Seventy-seven streetcars 
an hour go one way around the circle, 
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Street Beauty and Nightmares 


oe 


. . . L’Enfant’s crowning achievement was his importation of the 


Parisian idea of diagonal avenues or boulevards, creating a graceful 

series of parkways in squares, triangles, and circular intersections. .. . 

L’Enfant’s version, translated in terms of intersecting avenues named 

for the states, produced at once a civic feature of entrancing beauty and 
transit nightmares.” 





and pity the poor operator who draws 
the 8-9 am or 5-6 PM rush hours. 
He’ll learn that it often takes as much 
as five minutes to inch around the bot- 
tleneck. It should take only two and 
one-half minutes. 


IGHWAY Director, Captain H. C. 

Whitehurst, has an answer for 
most of the complainers. The District, 
says he, has been talking about and 
planning this project for two years, 
and nobody’s ever peeped. How come 
they’re complaining when the work’s 
already underway? 

He pooh-poohs the claim that the 
underpass will ruin Connecticut avenue 
business. Nowadays, he says, people 
avoid the avenue mainly because of the 
traffic snarl at the circle. How does 
that stimulate business, he’d like to 
know. Conversely, he asserts that 
when this project is completed 20 per 
cent more vehicles will be able to use 
the roadway — and use it safely and 
comfortably. 


Dupont circle has been a traffic prob- 
lem child since 1937, and Captain 
Whitehouse is interested in doing 
something about it before more Wash- 
ingtonians get more new cars to make 
more trips around it. Sixty-eight thou- 
sand cars a day to the Captain is a 
nightmare which will mean more time 
lost to everybody and a bigger accident 
potential at the circle. 

He assures the irate tree lovers that 
he loves trees too. As for those elms 
within Dupont circle — well, cutting 
them down is really a blessing in dis- 
guise. With them out of the way, the 
sight-seers can have a beautiful unob- 
structed view down Connecticut ave- 
nue’s gentle grade. 

Anti-underpassers are not con- 


vinced. 


Cissy Patterson is keeping a diary 
of damage done to her house by the 
blasting and expects to sue the District 
government. Meanwhile she’s pub- 
lishing editorials in the Times-Herald 
which describe the proposed underpass 
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variously as a monstrosity, a rats’ nest, 
asinkhole, and a natural home for hold- 
up men, pickpockets, and panhandlers. 


HE odd fact about Washington’s 

highway structure is that Dupont 
circle is only one—presently by far the 
worst one—of a number of circles 
which have given rise to similar traffic 
bottleneck headaches. A few blocks 
away at 14th and Massachusetts ave- 
nue is Thomas circle, which was pro- 
vided with a costly vehicular under- 
pass along Massachusetts avenue some 
years ago. Two blocks west along the 
same Massachusetts avenue is Scott 
circle, which received a more recent 
vehicular underpass treatment running 
north and south along 16th street. But 
these improvements, costing millions 
of dollars, merely facilitate the passage 
of traffic during rush hours along 
Massachusetts avenue so that it can 
pile up so much faster against the bar- 
rier of the bottleneck at Dupont circle 
—standing squarely athwart the inter- 
section of Massachusetts and Connec- 
ticut avenues, three blocks west of 
Scott circle. 

Tourists and sometimes residents of 
the nation’s capital often wonder how 
Washington got so many of these cir- 
cles and parkways. They go back to the 
primary plan of the city as laid out by 
Major Pierre L’Enfant at the direc- 
tion of George Washington. Starting 
from scratch on the virgin flats of 
the Potomac, L’Enfant had an un- 
paralleled opportunity for city plan- 
ning. By and large, it is conceded that 
he made the most of it; as many en- 
raptured visitors to Washington will 
testify with fond memories of its 
beautiful vistas, broad avenues, and 
tree-lined streets. 


E BOTTLENECK 


|. ye L’Enfant’s crowning achieve- 
ment was his importation of the 
Parisian idea of diagonal avenues or 
boulevards, creating a graceful series 
of parkways in squares, triangles, and 
circular intersections. In Paris, Bona- 
parte found these circles, such as place 
de la Concorde, place de la Bastille, and 
place de l’Etoile, of more practical use 
for the grimmer business of suppress- 
ing mobs with “whiff of grape-shot.” 

L’Enfant’s version, translated in 
terms of intersecting avenues named 
for the states, produced at once a civic 
feature of entrancing beauty and 
transit nightmares. Washington has 
as many as four dozen of such circular 
intersections doodled all over the map 
of the District of Columbia. So far, 
the ebb and flow of traffic have not 
made them into prime headaches such 
as the circles of Dupont, Scott, and 
Thomas. That will probably come 
years later when the ever-increasing 
population converts some of these now 
peaceful neighborhood circles into 
bedlams of downtown traffic jams. 

Even Lafayette square, a few blocks 
south of Dupont circle and facing the 
White House and famed as the sunny- 
hour office of that park-bench states- 
man, Bernard M. Baruch, is threatened 
by the encircling vise of the traffic flow 
of a growing metropolitan world 
capital. 

This isn’t the first time Dupont cir- 
cle has found itself in the white spot- 
light of publicity. Shortly after Pearl 
Harbor, the Dupont Circle apartment 
house—a 12-story brick lodge over- 
looking the circle—was commandeered 
by the Federal government to become 
the Office of Civilian Defense (OCD). 
Seven hundred tenants were told to 
move and forty die-hards refused to 
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budge, threatening litigation and re- 
bellion. 


S™ months later OCD itself came 
under congressional scrutiny be- 
cause of the appointment by one of its 
principals, Anna Eleanor Roosevelt, of 
a blonde dancer named Mayris Chaney 
to a high official position in the Du- 
pont circle headquarters. The result 
was that Miss Chaney went back to 
Philadelphia and Mrs. Roosevelt re- 
signed from the OCD. 

At 15 Dupont circle is the mansion 
Stanford White built for Mrs. Robert 
Wilson Patterson in 1902, now oc- 
cupied by Cissy Patterson. Former 
President and Mrs. Calvin Coolidge 
sought its shelter in 1927 while the 
White House was being reconditioned. 
Near by is the ultra swank Sulgrave 
club. Farther down Massachusetts 
avenue is the home where Speaker of 
the House Nicholas Longworth and 
“Princess” Alice used to entertain 
celebrities. 


These and other residertces, along 
with the embassies and national clubs 
close by, have made Dupont circle a 
Washington landmark. 

Today the circle is a litter of blow- 
torches, buckets of coal patch, steam 
shovels, and the rubble of underearth 
digging. 

But, on the surface, the circle 
and park have not changed very much. 

On sunny days little future pashas, 
dukes, and marquises from near-by 
embassies romp under the watchful 
eyes of nursemaids. Venturesome lads 
spray themselves under the fountain. 
Lovers hold hands on the benches un- 
der the 63 (minus 5) elm trees. Gov- 
ernment girls feed the pigeons. Old 
men dream away the afternoons. 

They aren’t concerned with apart- 
ment evictions, OCD history, or the 
indignation of anti-underpassers. They 
don’t know that in the past few years 
Dupont circle has been the park with a 
million dollars’ worth of publicity— 
and all of it bad. 





Dehydrated Capitalization 


74 | ee years the railroads have not been able to raise equity 

capital, and very few could float new bond issues. This 
was due to lack of credit, and that lack of credit was due to 
inadequate earnings. This is our fundamental problem. Mis- 
informed people sometimes claim that railroad capitalization 
ts ‘watered’ and that bankers have such a tenacious hold on 
ed on that management is not allowed to pay off railroad 

onds. 

“The Interstate Commerce Commission, after intensified 
study, found that the valuation of railroads for rate-making 
purposes was about $20,000,000,000, whereas the total capi- 
talization (capital stock and net funded debt) was about $15,- 
500,000,000. This leaves the rate-making valuation of the 
railroads about $4,500,000,000 greater than their capitaliza- 
tion.” 

—WILLIAM WHITE, 
President, Delaware, Lackawanna & 
Western Railroad. 
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Wartime Prices That Fell— 


Gas and?FElectricit 
é y 


An analysis of the wholesale and retail price behavior 
of the two utility industries during the two World 
Wars and two postwar periods. 


By ISRAEL PUTNAM* 


HILE prices of other com- 
modities set new high records, 
present utility rates are among 
the lowest in history. Consumer elec- 
tric rates in March, 1947, for example, 
were about 3 per cent below those of 
December, 1945, and over 6 per cent 
below those of September, 1939. In- 
dustrial prices for electricity, and gas 
rates in general, followed the same 
downward trend during this period. 
Because utilities share their trundle- 
bed level of prices with but few other 
commodities and services, their prices 
may well be called “abnormal.” The 
main reasons for such abnormality ap- 
ply not only to the present “postwar” 
period but also to the 1939-1945 war 
period covered in this article. One of 
~the most important factors reducing 
rates has been the tendency for basic 
trends in utility rate regulation to run 
their course slowly, without widespread 
abrupt changes in policy — and the 
trend before the war was definitely 


*For personal note, see “Pages with the 
Editors.” 
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toward decreasing rates, Further, while 
rising operating costs have an immedi- 
ate effect upon the cost of service, this 
effect is retarded by the close relation- 
ship of rates to invested capital. A con- © 
siderable period of replacement of capi- 
tal equipment at higher prices is neces- 
sary before the higher capital cost be- 
comes of substantial assistance to high- 
er operating costs in eliciting higher 
rates. If the higher prices of the war 
and postwar periods persist, they may 
well cause eventually an upward move- 
ment of the rate base (and of rates) 
per unit of gas or electricity distributed. 

A third important factor, of con- 
siderable effect during the war peri- 
od, was operation of the existing 
capital equipment at a level nearer peak 
capacity and with higher load factors 
than before the war.’ This resulted in 


1The historic argument for. reduction of 
rates to encourage consumption will not be dis- 
cussed here. It was deplored rather than de- 
sired that some increase in consumption might 
further tighten wartime shortages of fuel and 
power as an incidental consequence of the rate 
decreases which followed increased consump- 
tion. 
JULY 31, 1947 
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utilities in World War II because of 


considerably reduced overhead costs 
per unit of product, with consequent 
benefits to income before taxes—often 
far outweighing increased operation 
costs and increased costs of capital 
equipment, in those cases in which such 
equipment was procured. In fact, in 
some notable cases, an unusually large 
expansion of demand resulted in dis- 
proportionately large revenue incre- 
ments. Some of these were absorbed 
by the increased corporate income taxes 
of the period, while others were re- 
duced by sizable rate cuts of a tempo- 
rary nature—in one case a 100 per cent 
rebate of one month’s bills. Many 
permanent rate changes were made de- 
spite the uncertainties of the postwar 
period. 

Utility rate experience during the 
first World War was similar in some 
respects, very different in others. The 
most noticeable difference was in the 
behavior of natural gas rates. That sec- 
tion of the gas industry was then more 
localized and less closely regulated. 
Growth in its demand during and 
shortly after that war raised it out of 
the category of waste or by-product, 
which had governed its rates in so many 
regions. Between 1914 and 1917, 
domestic natural gas bills increased in 
two of nine cities reporting prices to 
the Bureau of Labor Statistics, and by 
April, 1919, increases had taken place 
in four additional cities. Decreases oc- 
curred in none of the nine. 

For both electric and manufactured 
gas utilities, costs—and consequently 
rates — were increased in 1917 and 
1918 by rising prices for coal and other 
materials, which resulted in extensive 
and sometimes sizable rate increases. 
This compares with the mere slowing 
of the pace of rate reductions for these 


this factor. Between 1914 and 1917, 
domestic manufactured gas bills for 3,- 
000 cubic feet declined steadily about 
1.1 per cent each year. Between April, 
1917, and April, 1918, increases in 13 
cities, following advances in coal 
prices, resulted in an average rise of 4.5 
per cent for all cities in which manu- 
factured gas rates were collected. 


ly the table below, the price move- 
ments during the defense and war 
periods for World Wars I and II ex- 
hibit the general tendency for peace- 
time price declines to continue during 
the defense period. To compare time 
periods of unequal length, the average 
percentage change per month is shown. 
Since seasonal rate changes in New 
York city have a noticeable effect on 
domestic bills for manufactured gas 
and for “all gas,” and, since strong sea- 
sonal variations occurred in the gas 
wholesale price series, the World War 
II time periods have been uniformly 
terminated in December. The seasonal 
variations avoided by comparison of 
prices for the same month of different 
years are plainly shown in the charts 
of selected wholesale and consumer 

price series, 1939-1946, 
PRICES FOR GAS AND ELECTRICTY 

IN TWO WARS 
Average Percentage Change Per Month 
For Specified Periods 

World War I* World War II 


July, April, Dec., Dec., 
1914 1917 1939 1941 


to to to to 
April, July, Dec. Dec. 
Item 1917 1918 1941 1945 


(33 «(15 «(24 «(4 


mos.) mos.) mos.) mos.) 
(De- (De- 
- fense) (War) fense) (War) 
Electricity 


Wholesale .. ** + -.54 03 
Domestic 

(100 kilo- 
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Gas 
Wholesale, all 


OO scuccae + * -.15 01 
Manu fac- 
tured ....-.03 -.06 -.22 -.08 


Natural... ** * -.05 03 
Domestic 

30.6 

therms) 

Alltypes.. ** + -.11 -.12 

Manu fac- 

tured ...-.09 05 -.08 01 
Natural .. 08 .86 -.15 -.46F 
Mixed .... *™* ** -.17 -.29 


* Domestic bill changes shown for World 
War I are estimates. Rates were collected 
once yearly, in December for electricity and 
in April for gas. 

** Not available. 

+ Actually about 16 per cent if the effects 
of a temporary rebate for December, 1945, 
are disregarded. 

Source: U. S. Bureau of Labor Statistics. 





The declines shown in the wholesale 
prices for electricity and gas during the 
defense period of World War II were 
greater than in the domestic prices, be- 
cause of factors peculiar to the whole- 
sale prices. These are average realized 
prices—monthly sales revenues divided 
by corresponding quantities sold—and 
include sales to several different types 
of consumers, with varying quantities 
of consumption from month to month 
and from year to year. As industry 
reached wartime production levels, av- 
erage wholesale prices moved down- 
ward, for sales to heavy industry at 
lower rates became a greater part of to- 
tal sales and revenues, The continued 
increase in the relative importance of 
high consumption rate block sales to in- 
dividual consumers, both domestic and 


industrial, at the cheaper rates accorded 
such purchases, also caused average 
realized wholesale prices to recede. 
Once a point near peak utility capacity 
was reached, further average price de- 
clines of a nonseasonal nature were 
small, and the sharp cut back in low- 
priced industrial consumption evident 
in December, 1945, erased much of the 
average price decline of the previous 
forty-eight months. Since domestic 
(retail) price indexes are based upon 
bills for specified quantities of gas and 
electricity to one particular class - of 
consumer, variation in such indexes 
can result only from actual changes in 
rates, including changes in applicable 
taxes and fuel adjustment charges. 
They were not affected by changes in 
the consumption patterns of residential 
customers.* 


ee September, 1939, through 
September, 1945, the average real- 
ized prices for gas used in the whole- 
sale price index declined 8.1 per cent, 
while domestic bills for 30.6 therms of 
gas declined an average of 5.4 per cent 
in 50 cities. During the same 72-month 
period, average realized prices for sales 





2 Although rates for gas are usually quoted 
in cents per hundred cubic feet, the gas quanti- 
ties used by the bureau in its retail indexes, 
and in the wholesale price series after Janu- 
ary, 1946, are in terms of stu. Consequently if 
the rate per hundred cubic feet remains con- 
stant while the heating value of the gas 
changes, a change will result in the index series. 


e 


“THE declines shown in the wholesale prices for electricity 
and gas during the defense period of World War II were 
greater than in the domestic prices, because of factors peculiar 
to the wholesale prices. ... As industry reached wartime pro- 
duction levels, average wholesale prices moved downward, 
for sales to heavy industry at lower rates became a greater 
part of total sales and revenues.” 
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of electricity to commercial and indus- 
trial users of light and power (whole- 
sale) declined 15.5 per cent while aver- 
age domestic bills for 100 kilowatt 
hours’ consumption in 51 cities de- 
creased 3.3 per cent.® 

The influence of rising coal and oil 
costs on electric power and manufac- 
tured gas rates has been mentioned 
above. Between September, 1939, and 
September, 1945, the average whole- 
sale prices for bituminous mine run 
coal and for screenings, delivered at 
destination, advanced 27.1 per cent and 
31.3 per cent, respectively. These cost 
increases were particularly evident in 
states along the northern Atlantic 
coast, where “fuel clauses” in rate 
schedules have now become common 
practice, to allow utility rates to vary 
with the prices of fuel without applica- 
tion to regulatory commissions for 
compensatory rates. An example of 
the effects of this policy is found in 
changes in the domestic bill for 30.6 
therms in Fall River, Massachusetts. 
The only changes in basic rates in this 
city between January, 1939, and De- 
cember, 1945, were one of April 1, 
1942, raising the bill from $5.94 to 
$6.31, and two of December 1, 1942, 
and May 1, 1943, which left the basic 
rates unaffected. The bill for Decem- 
ber, 1942, however, initiated a charge 
of 6 cents for fuel adjustment. Ap- 
proximately 18 changes occurred in this 
charge in the next thirty-six months, at 
the end of which the charge was 46 
cents or about 7 per cent of the basic 
bill. 

Largely as a result of this fuel cost 


8Exclusion of Bridgeport, Connecticut, 
from the list of cities in which domestic gas 
prices are collected makes the total of that list 
50 cities, one less than the electricity group. 


JULY 31, 1947 


factor, the trend of prices for manu- 
factured gas differed from that for nat- 
ural gas. Domestic bills for 10.6 
therms of manufactured gas in 24 
cities increased 1.3 per cent between 
September, 1939, and September, 
1945, and bills for 30.6 therms de- 
creased 1.5 per cent. During the same 
period, domestic bills for 10.6 therms 
of natural gas in 19 cities decreased 
6.2 per cent and bills for 30.6 therms 
5.8 per cent. Of the 19 cities in which 
the Bureau of Labor Statistics collects 
natural gas bills, 12 experienced net de- 
creases in rates between January, 1939, 
and December, 1945; rates were raised 
in three. 


€ ge the same period, only 7 of the 
24 manufactured gas cities had 
net reductions, while 6 had increases. 
In 7 mixed gas cities, the bills of 5 de- 
clined while 1 rose. These figures are 
restricted to rates affecting 30.6 
therms. The addition of manufactured 
gas cities subject only to fuel clause 
increases would change the picture very 
little, while a count of natural gas 
cities in which gradual BTU increases 
reduced bills would add measurably to 
the number of those having reduced 
bills. In some of the natural gas cities 
sizable one-month rebates were forced 
by local authorities anxious to let as 
little “excess profits” as possible remain 
in the utility coffers, exposed to heavy 
Federal taxation. A permanent change 
in rates was postponed in most such 
cities until postwar probabilities might 
be plainer.* 

*Only 2 such rebates occurred in the 19 
natural gas cities in which the Bureau of Labor 
Statistics collects prices: 31 per cent in De- 
troit, in December, 1944, and 53 per cent in the 
same city a year later. In a few other cities 


refunds were made of earlier “overcharges,” 
accompanying confirmation of rate reductions. 
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Consumption Characteristics 


a their prices, the production and consumption characteris- 

tics of the gas and electric utility industries showed marked 

similarity to those of other basic commodities during the war years. Be- 

tween 1939 and the end of 1946, annual sales of electricity rose about 80 

per cent, and annual sales of gas about 60 per cent, reflecting gains in pro- 

duction capacity, in maximum use of existing production facilities, and 
in production and distribution efficiency.” 





Domestic electricity rates, like those 
for manufactured gas, showed no sub- 
stantial declines after increasing fuel 
costs began to take effect during 
World War II. Composite monthly 
bills for 100 kilowatt-hour consump- 
tion in 51 cities, which had been re- 
duced 2.2 per cent (.09 per cent per 
month) in the twenty-four months pre- 
ceding December, 1941, declined only 
.9 per cent (.02 per cent per month) 
in the forty-eight months which fol- 
lowed. The comparison is less striking 
for the 25 kilowatt-hour bill, the re- 
duction in the earlier period being 2.1 
per cent (.09 per cent per month), only 
a little steeper in trend than the 3.3 per 
cent (.07 per cent per month) in the 
later period. The movement for this 
bill can be traced to a 17 per cent re- 
duction in the initial 20 kilowatt-hour 
charge of three companies in New York 
city on November 5, 1945, following a 
decrease in the book values of assets. 
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| yr 1939 through 1945, the net 
change in electricity rates was , 
downward in 39 cities of the 51, with 
eventual erasure of rate increases in 
three of them, which raised bills for a 
time because of higher fuel costs and 
defense taxes. There were no other up- 
ward movements in the group. Almost 
half the 39 cities had rate reductions in 
the years 1942 through 1945, when the 
extent, if not the frequency, of reduc- 
tions was less than in the previous 
three years. However, these rate 
changes disregard several one-month 
rebate orders, because of their im- 
permanent nature.® Such rebates are 


5 Among the 51 cities, these rebates were as 
follows: 
City 
Bridgeport 


Month 
May, 1941 
Dec., 1941 
May, 1941 
Dec., 1941 
Portland, Ore. ... une, 1944 
(one company ) une, 1945 
tl ec., 1944 
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indicative, however, of the occasional 
occurrence of unusual utility earnings 
because of the war, and of the willing- 
ness of regulatory agencies to postpone 


permanent rate changes during periods , 


of abnormal conditions. In other cities 
net earnings would have been so large 
as to allow similar adjustments, if the 
increases in earnings before taxes had 
not been subject to wartime Federal in- 
come tax rates. Mainly because of 
doubled fuel costs and taxes, the 1944 
net income of electric utilities available 
for stockholders was 7.5 per cent below 
that of 1939.° 


). from rate reductions made vol- 
untarily by the companies, three 
major factors underlying the declining 
trend in gas and electric rates before 
September, 1939, continued to be felt 
during the war. The first was the ex- 
tension of regulatory supervision by the 
Federal Power Commission and by the 
individual state commissions, resulting 
in several reductions in rates owing to 
lowering of rate bases or to disallow- 
ance of disbursements previously clas- 
sified as investments. The foregoing 
changes were substantially accom- 
plished through orders affecting ac- 
counting procedures of the utilities. 
The second factor in the established 
downward trend was a general modi- 
fication of the former stand of judi- 
ciary bodies on rate questions, which 
strengthened the operation of the first 
set of factors. The change in the judi- 
cial attitude began in the years im- 
mediately preceding the war, and cul- 
minated in part in the U. S. Supreme 
Court decision in the case of the Fed- 
eral Power Commission versus Hope 


6 Edison Electric Institute report of Janu- 
ary 1, 1945. 
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Natural Gas Company on January 3, 
1944.” 


HE third and probably the most 

important factor in the downward 
trend of rates was the accelerated 
growth of the natural gas industry and 
of the electric utility industry. Al- 
though much of the benefit of dimin- 
ishing average overhead costs was can- 
celed by the heavy concentration of the 
added sales in the industrial sales cate- 
gory, at very low average prices, some 
of this increase in operating “effi- 
ciency” nevertheless so affected net in- 
come as to result in downward revi- 
sion of rates, which might be either 
temporary or permanent according to 
the individual situation. An outstand- 
ing example of temporary rate changes, 
ordered with full understanding that 
permanent rate changes could not be 
instjtuted upon the basis of wartime 
business, was the 100 per cent rebate 
of December, 1944, bills to electricity 
consumers in Atlanta, Georgia. Several 
substantial electricity bill rebates of 
this type are listed in the footnote on 
page 155. 

The Office of Price Administration 
on several occasions appeared at hear- 
ings to contest rate increases requested 
by utilities, the term “utilities” in this 
connection referring also to such busi- 
nesses as stockyards, taxicab operators, 
toll bridges, local telephone companies, 
and transit companies. Among these, 
not among gas and electric utilities, 
were found most of the rate increases 
provoking OPA action. For example, 
of 183 rate increases proposed in the 


Y 7A good brief history of utility rate regula- 
tion, 1915-1945, is given in the July 5, 1945, is- 
sue of Pusiic Utizities FortNIGHTLY, pages 
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last quarter of 1943, of which the OPA 
was notified, “the office intervened in 7, 
filed informal protests in 19, and closed 
150. The more important part of the 
quarter’s work, however, revolved 
around the continued prosecution of 
cases which had originated in previous 
quarters.” * In the twelve months end- 
ed September 30, 1943, “700 notices of 
proposed increases in utility and local 
transportation rates were processed. 
That utility and local transportation 
rates were in general prevented from 
rising was due at least in part to direct 
participation of the office under the act 
of October 2, 1942.” ® 


Sk act required, among other 
things, that all proposed rate in- 
creases be filed with the OPA, which 
might intervene in rate proceedings on 
behalf of the Director of Economic 
Stabilization whenever it should con- 
sider proposed rate increases inflation- 
ary. Because of regulatory control al- 
ready long exercised by state and Fed- 
eral commissions, the OPA was given 
no such control over rates as it had over 
other prices, and its influence on rates 
is indeterminate. But OPA’s restraint 
on increases in costs to the utility in- 


8OPA, eighth quarterly report (October- 
December, 1943), pages 32-33 

S9OPA, seventh quarterly (July- 
September, 1943), page 30. 


report 


dustry, and consequently indirectly on 
rates, is unquestionable. 


Production—C onsumption—C ontrol 
|e igen their prices, the production 

and consumption characteristics 
of the gas and electric utility industries 
showed marked similarity to those of 
other basic commodities during the 
war years. Between 1939 and the end 
of 1946, annual sales of electricity rose 
about 80 per cent, and annual sales of 
gas about 60 per cent, reflecting gains 
in production capacity, in maximum 
use of existing production facilities, 
and in production and distribution effi- 
ciency.” Gas production could not in 
every instance completely satisfy the 
simultaneous peak demands of swollen 
urban populations and of wartime in- 
dustry. In certain seasons of peak 
consumption, the demand was reduced 
to equal supply by a variety of methods. 
Gas was rationed indirectly by limiting 
new installations of heating equipment, 
and by restricting the uses to which 
gas might be put by industry in periods 
and places of greatest load. Electricity 
was rationed for a few short periods to 
nonessential users, and its daily peak 


10 These increases, based on sales by utili- 
ties to final consumers, disregard the substan- 
tial quantities produced by consumers them- 
selves, particularly large in the case of elec- 
tricity generated by industry. 


e 


“From September, 1939, through September, 1945, the aver- 
age realized prices for gas used in the wholesale price index 
declined 8.1 per cent, while domestic bills for 30.6 therms of 
gas declined an average of 5.4 per cent in 50 cities. During 
the same 72-month period, average realized prices for sales 
of electricity to commercial and industrial users of light and 
power (wholesale) declined 15.5 per cent while average 
domestic bills for 100 kilowatt hours’ consumption in 51 


cities decreased 3.3 per cent.” 
157 
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demand was flattened by institution of 
“war time” so that many threatened 
shortages never occurred. The security 
“dim-out” along the coasts in the early 
years of the war also assisted by some- 
what reducing the power demand dur- 
ing the early evening hours. The 
“brown-out” in the spring of 1945, 
near the close of the war, was necessary 
because of a coal shortage, not because 
of a shortage of power-generating 
equipment. For both utilities, volun- 
tary conservation by the public was re- 
quested, in most cases without measur- 
able success. 

The California Public Utilities Com- 
mission outlined a rationing program 
for gas in that state in 1941, to handle 
shortages ensuing from the growth of 
shipyards in San Francisco, where gas 
was practically the only fuel used. As 
in the case of subsequent orders by the 
Office of War Utilities of the War 
Production Board, domestic needs for 
heating and cooking were given prior- 
ity and part-time, nonessential indus- 
trial and commercial users were subject 
to “shutoff” when necessary. This 
local measure was followed on Febru- 
ary 16, 1942, by Order L-31 of the 
WPB for curtailment in the consump- 
tion of natural and mixed gas, and for 
integration of natural gas distribution 
systems so as to maximize available 
supplies in shortage areas. Immediate- 
ly applicable to 17 Appalachian states 
and the District of Columbia,” the re- 
strictions were extended in April to sec- 


11 Alabama, Arkansas (only the area served 
by the Mississippi River Fuel Corporation), 
California, District of Columbia, Georgia, IIli- 
nois, Indiana, Kentucky, Maryland, Michigan, 
Mississippi — area served by United Gas 
Pipe Line Company), Missouri, New York, 
Ohio, Pennsylvania, Tennessee, Virginia, West 
Virginia—Order L-31. 


tions of six other states in the Middle 
West,” and in November to sections 
of Kansas, Utah, and Wyoming,” with 
nation-wide application of industrial 
and commercial provisions in the latter 
months,"* 


A solid and liquid fuels became 
scarce, resulting in their being 
rationed, the demand for gas, not easily 
rationed to the usual domestic consum- 
er, grew substantially and threatened 
to impair the ability of gas utilities to 
provide fuel to essential war and do- 
mestic industry. The restrictions im- 
posed on natural and mixed gas con- 
sumption in February, 1942, and later 
so widely extended, prevented gas de- 


liveries to users installing gas-fueled 


heating equipment after that month, 
or converting to gas previously installed 
equipment, which used other fuels. In 
the early part of 1942, many conver- 
sions of fuel oil heating equipment to 
the use of the relatively expensive 
manufactured gas foreshadowed the 


likelihood of acute shortages in manu- 


factured gas, for which oil and coal, 
the raw materials, were both increas- 
ingly scarce. Order L-174, issued in 
August, limited the use of manu- 
factured gas for new heating installa- 
tions after September Ist. By late De- 
cember, short supplies of fuel for man- 
ufactured gas companies forced the 
banning of deliveries of such gas to 
any customers having stand-by facili- 
ties using some fuel other than fuel 


12Towa, Kansas, Minnesota, Nebraska, 
Oklahoma, South Dakota—Order L-31, Ex- 
hibit A, Amendment 2. (WPB Release 983.) 

18 Limitation Order L-31, extended. (WPB 
Release 2165.) 

14Orders L-31 for natural and mixed gas, 
and L-174 for manufactured gas were revised 
for this purpose. 
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TVA Rationing 


“Te first rationing of electricity took place in the fall of 1941 in 
the Tennessee valley, in which available hydroelectric power for 
aluminum and other war industries was seriously threatened by insuffi- 
cient rainfall. In November deliveries were restricted to essential civilian 
needs and war production. By pooling production and transmission facili- 
ties, power was brought in from distances of several hundred miles.” 





oil. These restrictions — temporarily 
applied to alleviate temporary short- 
ages—were reapplied when necessary 
throughout the war period. 

The industry’s troubles reached 
their climax in the following winter of 
1944-45. With consumption already 
restricted, as much as possible, to estab- 
lished customers and necessary indus- 
try, the strain of severe weather con- 
ditions from December through Febru- 
ary was almost overwhelming. Coal 
and oil supplies were dammed up in 
railroad yards, blocked with snow in 
the northern Appalachian cities. This 
not only placed domestic consumers of 
these fuels in a critical situation, but 
led them to use larger amounts of gas 
and electricity for emergency heating 
at a time when the usual load of the 
utilities was at its peak and their raw 
materials—coal, oil, and natural gas 
(in storage)—were dwindling. 
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a first rationing of electricity 
took place in the fall of 1941 in 
the Tennessee valley, in which avail- 
able hydroelectric power for aluminum 
and other war industries was seriously 
threatened by insufficient rainfall. In 
November deliveries were restricted to 
essential civilian needs and war produc- 
tion.”® 

By pooling production and trans- 
mission facilities, power was brought 
in from distances of several hundred 
miles. Utilities between the valley 
and the farthest source of power 
transmitted their own generation over 
practicable distances toward the valley, 
and used for their own needs power 
brought to them from points further 
removed. Following heavy rains, the 
order was revoked January 5, 1942. 

The next reduction of consumption, 
by government order, was the dim-out 
~ 15 OPM Limitation Order L-16. 
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of the coasts in December, 1941, not 
to be brightened until November, 
1943. This is believed to have reduced 
demand considerably."* “War time,” 
approved as a national law on January 
20, 1942, decreased utility power re- 
quirements by 1,500,000 kilowatts 
and saved about 1,000,000 tons of coal 
a year.” Besides the saving in fuel, 
the industry found that the measure 
went far toward preventing the neces- 
sity of installing additional generating 
capacity in several areas in which the 
peak demand must otherwise have been 
so much higher as to require it. Very 
similar to order L-46 issued on Febru- 
ary 27, 1942, covering the Buffalo 
area, was a national order (L-94) of 
May, 1942. It required each utility to 
develop plans for power interchange to 
meet demand peaks and to conserve 


fuel wherever possible by using hydro- 


electric supplies; curtailment pro- 
grams were to be imposed as a last re- 
sort, and customer priorities were to be 
set up for imposing restrictions, if and 
when necessary. No compulsory com- 
plete curtailments on a priority basis 
were imposed on the basis of this order, 
but a “brown-out” order (U-9) carried 
part of it into effect on February 1, 
1945. The high industrial consump- 
tion of coal had combined with winter 
transportation difficulties to render its 
supply relatively short. The “brown- 
out” order is believed to have saved 
500,000 tons of coal during its Febru- 
ary Ist-May 8th period of effective- 
ness. It severely limited use of electric 


16 OWI Release 2656. 

17 Saward’s Journal, September 1, 1945, page 
256. Press release: OWI-WPB 8934, dated 
August 24, 1945. Pusiic Utiities Fort- 
NIGHTLY, July 6, 1944, page 44, as part of a 
detailed examination of utility practices dur- 
ing the war. 
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power for advertising, promotional 
decoration, and ornamental or sign 
lighting by customers of utilities dis- 
tributing steam generated electricity. 


B Y the close of 1945 the war was be- 
hind and the portents of a new 
cycle of expansion in sales and in 
profits could be felt. The immediate 
postwar decrease in total demand had 
been less than many had expected, and 
the upward trend of the actual and the 
relative amount of sales to high rev- 
enue residential and small light and 
power consumers had more than bal- 
anced any lost industrial revenues. 
Though 1946 electricity output was 
down about 4 per cent from 1944, rev- 
enues were up 5 per cent, largely be- 
cause of this shift. Small percentage 
increases were shown, also, in both 
sales and revenue figures forthenatural 
gas industry, the revenues increasing 
somewhat more than sales because of 
the change in markets. In the manu- 
factured gas industry, always essen- 
tially residential, the upward percent- 
age change in revenues was less than 
that in sales, indicating a change with- 
in rate blocks, not in the relative im- 
portance of various customer groups. 
The factors underlying this shift in 
sales pattern were too deeply rooted to 
prove of merely temporary benefit. In- 
creasing consumer favor toward gas as 
a space-heating fuel was obvious. In 
this connection, the industry could well 
be thankful that no practicable ration- 
ing device had been available for im- 
position on its domestic customers, and 
that competing fuels had been subject 
to strikes and substantial price in- 
creases. New families, at a level of 
population which, without a war, 
would not have been reached for sev- 
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eral years, were pressing for more new, the untarnishable, the “postwar.” 
housing and for all the gas and elec- Tlie “excess profits” tax was repealed, 
tric gadgets needed to make an Ameri- _ then rates could come down again, add- 
can household complete. And itseemed ing still further power to the sales- 
that all the households which had old man’s plea: “It’s cheap, costs only a 
equipment wanted to replace it with the cent an hour.” 





We Accept the Super State 


¢¢ AN economic change is taking place in the Pacific North- 

west area of the United States, of which compara- 
tively few people are aware. Under the guise of correcting 
financial abuses in the electric power industry, a school of 
politicians with strong leanings toward Socialism started over 
a decade ago to build government power plants for the alleged 
purpose of furnishing yardsticks wherewith to measure rates 
of private companies. The yardsticks could be stretched or 
shortened to any desired length because the government plants 
were granted tax subsidies and tax exemptions not accorded 
competing electric companies. 

“That the plan worked has now been demonstrated. The 
state of Tennessee has a tax-subsidized public power monopoly. 
Lesser sections are similarly affected. 

“And now witness the Pacific Northwest. All the private 
power companies and the big municipal plants in Tacoma and 
Seattle have been brought to their knees. For ten years, due 
to the government's power development program at Bonneville 
and Grand Coulee, independent power expansion has been 
practically stopped, as highly taxed electric companies could 
hardly hope to compete with tax-exempt government power 
plants into which hundreds of millions of dollars of taxpayers’ 
funds were being dumped. 

“So today we have the spectacle of a rapidly growing Fed- 
eral power monopoly changing independent electric systems into 
mere agencies to distribute public power until such time as the 
public agencies deem it advisable to go into the distribution busi- 
ness themselves. 

“This new economic era is certain to offer a far more favor- 
able climate for business to operate in. It is to be an era both 
of decision and opportunity.” 

—ALFRED P. SLOAN, JR., 
Chairman, General Motors Corporation. 
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Utility Antistrike Laws 


An analysis of state and Federal laws enacted this year 
to restrain strikes and other labor union activity in 
connection with public utility operations. 


By ROSCOE AMES* 


HEN the biennial legislative 
sessions of 44 states convened 


last January, it was widely pre- 
dicted that labor union reform would 
be among the more prominent features 
contained in the new laws enacted. 
Because of the direct public interest in 
public utility service, it was also fore- 
cast by many observers that special 
labor reform laws affecting public util- 
ities would be written on the statute 
books. 

This merely followed out, in the 
state capitals, a pattern which had al- 
ready been forming during the congres- 
sional sessions at Washington. As we 
know, this atmosphere for restrictive 
labor legislation was climaxed in Wash- 
ington by the enactment of the Taft- 
Hartley Act over the veto of President 
Truman. That too had special provi- 
sions applicable to public utility strikes 
as we shall note presently. 


*Labor relations analyst, Washington, D. C. 
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But the odd thing about the state 
legislation was the fact that sentiment 
for placing restrictions on labor union 
activity was even stronger in the state 
capitals than in Washington. [he Fed- 
eral Congress did not attempt to do a 
number of things which the state legis- 
latures wrote upon their statute books 
without very much hesitation. 


he the closed shop for instance. 
The Taft-Hartley law was nearly 
wrecked in Congress on a proposal to 
permit no closed shop. It had to com- 
promise on a “union shop” (where au- 
thorized by vote of the majority of the 
workers involved). A number of state 
laws had already prohibited both of 
them. A dozen states fell into this cate- 
gory prior to the enactment of the Taft- 
Hartley Act, and several more were 
pending. These include Arkansas, Ari- 
zona, Delaware, Florida, Georgia, 
Iowa, Nebraska, North Carolina, 
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South Dakota, Tennessee, Texas, and 
Virginia. The Federal Congress re- 
fused to go as far as absolute compul- 
sory arbitration. Some of the states did, 
as we shall see. 

In other phases of special labor re- 
striction affecting public utilities, some 
of the states went further than the 
Taft-Hartley Act. Because no two of 
these statutes are exactly alike, let us 
briefly analyze these special public util- 
ity state laws chronologically. Ten 
states in all had passed such legislation 
during the legislative year beginning 
last January up to the time these lines 
were written, They include Florida, 
Indiana, Michigan, Missouri, Ne- 
braska, New Jersey, Pennsylvania, 
Texas, Virginia, and Wisconsin. 

First on the books after the new 
year opened, apparently, was the New 
Jersey statute. The New Jersey legis- 
lature last year enacted a “state seizure” 
law at the request of former Governor 
Edge. But it failed to prevent an out- 
break of several small utility strikes 
during the Christmas holidays. There- 
fore, Governor Edge asked the legis- 
lature to put “more teeth” into the 
statute as soon as the session convened 
last January. The legislature did so and 
a bill was subsequently signed by 
Edge’s successor, Governor Driscoll. 
This calls for state seizure of any util- 
ity property in which a work stoppage 
(because of either strike or lockout) 
occurs or is threatened. Thereafter, 
strikes are forbidden while the gover- 
nor attempts to mediate the dispute. 


foo ceneray another state which had 
already experienced utility labor 
troubles before the beginning of the 
1947 legislative session, also wrote a 
new law on its statute books upon the 
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recommendation of its governor, Wil- 
liam M. Tuck. The Virginia statute 
is unique in several respects. The bill 
provides for seizure and operation by 
the state of any utility property, where 
necessary to prevent a “threatened” 
strike. During this operation by the 
state, a “service charge” of 15 per 
cent of a utility’s net income would 
be collected. The bill further pro- 
vides that the governor be noti- 
fied of any proposed negotiation be- 
tween utility management and labor 
at least five weeks in advance of any 
proposed strike or lockout. (Service 
interruption during that interim would 
be a violation of law.) During the 
notice period the governor would de- 
cide two things: (1) whether neces- 
sity required the state to take over the 
particular properties, to protect the 
public interest through continued oper- 
ation; (2) whether any utility em- 
ployees affected would be unwilling to 
work for the state, and (if so) to train 
or arrange for their replacement. Dur- 
ing state operations labor unions would 
be deprived of membership dues. 

The theory of the Virginia anti- 
utility strike law is not to promote state 
seizure but to discourage it. Governor 
Tuck pointed out to his assembly that 
state seizure would be taken only as a 
last resort and under conditions so 
burdensome to both sides as to create 
a strong incentive for compromising 
their differences without strike. Work- 
ers refusing to accept state employment 
during threatened strike (and conse- 
quent state operation) would not lose 
their status.But they would lose their 
employment pay, unemployment com- 
pensation, and any right to picket or 
interfere with other employees willing 
to work during the period of state op- 
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eration. Employees agreeing to work 
for the state (during the interim notice 
period) and thereafter going out on 
strike would incur certain penalties. 


T= Indiana legislature got off to 
an early start in the field of special 
utility labor laws. As a result, its statute 
has been copied by several other states. 
Essentially it amounts to a compulsory 
arbitration statute. Under the Indiana 
bill the governor would name ten con- 
ciliators, as well as three members of 
a special arbitration board where a 
utility strike broke out or was threat- 
ened. If the conciliators cannot settle 
a utility dispute within thirty days, the 
three arbiters would hear the case and 
then hand down a settlement. This set- 
tlement would be binding on both the 
unions and the utilities. Meanwhile, 
striking would be outlawed. 

The Indiana statutes were enacted in 
a somewhat more elaborate form by the 
Missouri legislature. The head of that 
state, Governor Donnelly, took a special 
interest in the writing and final enact- 
ment of this law. In this form, the Mis- 
souri statute contains about everything 
Governor Donnelly requested. It is 
about the most comprehensive and 
strongest state statute enacted to pre- 
vent utility strikes. It covers gas, elec- 
tric, steam, water, sewer, heat, tele- 
phone, telegraph, and all transportation 
service except steam railroads. 

Under the terms of the Missouri 
law, the governor appoints a utility 


mediation board of five members with- 
in thirty days after the law takes effect. 
Two of these must be from the ranks 
of public utility management, two from 
organized labor. A fifth who is affiliated 
with neither group will be chairman at 
a permanent salary ($5,000 a year), 
with headquarters in the state capital. 
The other members will only serve part 
time. This board will not itself func- 
tion as a compulsory arbitration group, 
but it has authority to create a 3-mem- 
ber examining panel to make such ar- 
bitration findings if the parties to a 
utility labor dispute cannot agree. 

Either side can invoke the board’s 
participation or the board can act 
on its own motion. If, notwithstand- 
ing, these mediation efforts fail and a 
utility strike occurs, or is threatened, 
the governor may seize and operate the 
utility’s properties in the name of the 
state. During such seizure, employees 
would be forbidden to strike under 
penalty of losing all seniority and em- 
ployment rights. Labor unions violat- 
ing the antistrike provision, or the 
utility management violating the anti- 
lock-out provision, could be fined up to 
$10,000 a day. Union officials could be 
fined up to $1,000 a day. The state 
courts are empowered to enforce, by 
injunction, any part of the act, includ- 
ing such regulations as the governor 
might prescribe against violence, 
picketing, etc., in defiance of state op- 
eration. 

The new Wisconsin law provides for 
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Hartley Act] have already developed for employers. While 


q “SEVERAL unexpected wrinkles about the new act [Taft- 


unions may not have Communist officers, they may not fire 
Communist members or any other member except for non- 
payment of dues or initiation fees.” 
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the creation of a panel of conciliators 
and arbitrators. In the event of bar- 
gaining failure between utility em- 
ployees and management, the arbitra- 
tors would take over and their findings 
would be binding, subject only to state 
court review. 


HE Nebraska legislature varied 

the Indiana-Missouri model some- 
what by placing the arbitration powers 
in a special state court. This court is 
given authority to enjoin any work 
stoppages and to take jurisdiction over 
labor disputes. This court may estab- 
lish or alter scales of wages, hours of 
labor, and conditions of employment. 
Resulting orders of the court are bind- 
ing and failure of any of the parties 
to obey constitutes contempt of court 
subject to fine and imprisonment. A 
noteworthy feature of the Nebraska 
statute is that, while it makes no pro- 
vision for state seizure, it is apparently 
applicable to publicly owned and oper- 
ated utilities of which there are quite 
a few in Nebraska. Those working for 
governmental service “in proprietary 
capacity” are affected. 

Compulsory arbitration laws es- 
pecially applicable to utility disputes 
have likewise been enacted in Florida 
and Pennsylvania. A new Michigan 
law falls somewhat short of compul- 
sory arbitration. It requires labor 
unions to arbitrate disputes involving 
public utilities, They may strike after 
a majority vote of members in the col- 
lective bargaining unit concerned in a 
dispute. 

The new Texas statute is the mildest 
special state law of all. The Texas leg- 
islature started out to consider varia- 
tions of state seizure and compulsory 
arbitration. But it ended up with a 


simple antisabotage act. Utility work- 
ers in Texas may evidently still go on 
strike at will, but can engage in no 
violence (whether by picketing or 
otherwise) which would result in a 
stoppage of a utility service. Even this 
law does not apply, oddly enough, to 
telephone companies. 


ow for the Taft-Hartley Act, 

There is a section of this law 
which has special application to public 
utility industries as analyzed in the 
following two paragraphs: 

Strikes Affecting National Health 
and Safety. The law prohibits such 
strikes but only after a determination 
by the President that national health 
and safety are imperiled. He then ap- 
points a special board of inquiry. An 
injunction suit is thereafter filed by the 
Attorney General. All public utilities 
are potentially classified in this cate- 
gory, which includes any industry or 
part of an industry engaged in “trade, 
commerce, transportation, transmis- 
sion, Or communications,’ where a 
work stoppage would “imperil the na- 


tional health or safety.” However, the 


application of the provision to a par- 
ticular utility dispute would depend, in 
the first instance, upon the discretion of 
the President in naming a special board 
of inquiry. Thereafter, it would be up 


to the Attorney General to sue for 


court injunction to end the strike or 
lockout. Certainly national utility 
strikes, such as the recent telephone 
strike, would fall in this category. 
However, railroad and air-line strikes 
are specifically exempt from this law. 
An interesting question is raised as to 
whether a large, yet local, utility strike 
(such as the prolonged Pittsburgh 
power strike) would be classed as “im- 
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Freedom of Employers to Make Statements 


“a PLOYERS are now free to make statements to employees provided 

such statements do not carry a threat or promise of benefit. Legal 

observers are not sure whether any sort of real speech by an employer on 

labor union matters would fall under this restriction or not. It would 
depend a good deal on interpretation.” 





periling national health or safety.” The 
decision in every case would rest with 
the President to make such classifica- 
tion. 

Enforcing the Antiutility Strike 
Provision. The ban on such strikes is 
not absolute. Only the Federal govern- 
ment—through the Attorney General 
—may apply for an injunction to pre- 
vent a work stoppage. The Federal 
courts are authorized to grant such in- 
junctions subject to review by the 
higher Federal courts up through the 
U.S. Supreme Court. But, meanwhile, 
the special board of inquiry must re- 
port back within sixty days on the 
latest offer of settlement. Thereafter 
the National Labor Relations Board 
has fifteen days to conduct a secret bal- 
lot of the employees affected on such 
offer and an additional five days to 
certify results to the Attorney Gen- 
eral. After this, it is the duty of the 
Attorney General to apply for dis- 
charge of the injunction even though 
the dispute is not settled. The law is 
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not too clear as to what happens next, 
in that event. At this point, the Presi- 
dent turns the matter over to Congress 
with his report and recommendations. 
During the injunction, however, picket- 
ing and all forms of benefits, rights, 
and assistance to striking employees 
would be barred. 


i general provisions of the 


Taft-Hartley Act have been 
widely analyzed in the press and hardly 
need recapitulation here. Briefly the 
law forbids the following: jurisdic- 
tional strikes and boycotts; strikes 
against government (this would in- 
clude TVA) ; closed shop; union shop 
(except upon a majority vote of the 
workers) ; automatic checkoff (except 
upon written authorization of the in- 
dividual worker) ; welfare funds (ex- 
cept when management participates 
with unions in control); foremen’s 
union; and preferential hiring (prob- 
ably). 

Also forbidden are the following 
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“un fair labor practices” by unions: (1) 
Coercing employees to join; (2) charg- 
ing excessive or discriminatory dues or 
initiation fees; (3) refusal to bargain; 
and (4) attempting to coerce em- 
ployees into industry-wide bargaining. 

Several unexpected wrinkles about 
the new act have already developed for 
employers. 

While unions may not have Com- 
munist officers, they may not fire 
Communist members or any other 
member except for nonpayment of 
dues or initiation fees. 

Employers are now free to make 
statements to employees provided such 
statements do not carry a threat or 


are not sure whether any sort of real 
speech by an employer on labor union 
matters would fall under this restric- 
tion or not. It would depend a good 
deal on interpretation. 

Unions are forbidden directly or in- 
directly (in primary or elections) to 
make contributions to political cam- 
paigns. But here again the new law is 
vague because the restriction only 
works in a campaign where a “Fed- 
eral” office is in contest. Whether this 
would cover a public ownership cam- 
paign which happened to come up on 
the same ballot as a U. S. Senator, Rep- 
resentative, etc., is one of the many 
questions which remain to be inter- 


promise of benefit. Legal observers preted. 





Wages and Workers 


COVE are in a new era in labor relations. This has been 

evident for some time. The old method of control, in 
which the relationship of master and man was real in the minds 
of both labor and management, has disappeared and probably 
to the advantage of all concerned. 

“Not only have we removed the domination of management 
over the worker, but we also have set up employment insurance 
so the worker does not need to work any more. He will be sup- 
ported by the state without working, practically speaking, as 
long as he wishes. 

“He may have to do a little foxy finagling in order to make 
this true, but it is close enough to being true for all practical 
purposes. While this arrangement may sound funny to the 
average individual, it is extremely popular with the majority 
of voters, hence, it is not going to disappear in a democracy. 

“Because of the fact that management has no control over 
the worker, the efficiency of production has gone down to a 
startling extent. While OPA tried to compensate for it, their 
failure is obvious since cost has enormously increased because 
of this lack of efficiency and progressively higher wages.” 


—J. F. Lincorn, 
President, Lincoln Electric Company. 
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Washington and the 
Utilities 


Antiutility Lobby? 

T is generally believed that the electric 

power industry has a lobby in Wash- 
ington. As a matter of fact, at least three 
individuals have lawfully registered to 
that effect, under the terms of the La- 
Follette-Monroney Act. But it is not 
generally known or appreciated that 
there is an antiutility lobby in Washing- 
ton. Nobody is registered under that 
dassification, but the work goes on just 
the same. Indeed, the work is far more 
effective, judging by legislative results, 
than the accomplishments of the op- 
posite number. 

Just before the July 4th holiday, for 
example, progress was being made on 
several bills in Congress which would 
ease governmental restrictions on the 
electric power industry. Most noteworthy 
were the so-called Miller bills, two in 
number, which would curb certain juris- 
dictional ambitions of the Federal Power 
Commission. The author of these meas- 
ures, Representative Miller (Republicai, 
Connecticut), insists that his bills would 
do no more than spell out the original in- 
tent of Congress. He claims that the FPC 
simply has wandered off its course in as- 
suming certain powers which Congress 
never intended it should exercise. 

True, the position of the FPC gen- 
erally has been aided and abetted by the 
Supreme Court. But a good many Re- 
publican Congressmen have a somewhat 
less than reverent view of the judicial 
independence of the Supreme Court as 
presently constituted—at least when 
passing on New Deal legislation and the 
activities of administrative bureaus. 

Be that as it may, hearings on the Mil- 
ler bills and several allied measures 
to ease the lot of the power companies 
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were held or scheduled ; and progress was 
regarded as fairly satisfactory until the 
first of July. Then the fireworks took 
place. 


ROM a half-dozen different sources 

blasts appeared indicting the utilities 
for backsliding. The electric power in- 
terests, according to an editorial in The 
Washington Daily News (Scripps-How- 
ard), have become respectable, but they 
are yielding to temptation in trying their 
old tricks. 

On the same day, Marquis Childs in 
The Washington Post, Thomas Stokes 
in The Washington Daily News, and 
Lowell Mellett in the Washington 
Evening Star, lashed at the electric pow- 
er industry and the Miller bills along the 
same line. Other sources chimed in, such 
as the St. Louis Post Dispatch, Drew 
Pearson, the radical New York news- 
paper PM, and so forth, although for 
them it was merely repeating an old re- 
frain. 

What interested Representative Miller 
when he recovered from his indignation 
was the fact that three columnists appar- 
ently used the same arguments and ever 
the same sequence of analysis. The du 
plication was too obvious to be mere co 
incidence, he thought. It looked more ag 
if the stories had originated from a com- 
mon source and the most likely common 
source was a Federal agency. Accord- 
ingly, Representative Miller took the 
floor of the House on July 3rd and de- 
nounced what he called “government 
propaganda.” He said in part: 

Let us not be naive. Three separate indi- 
viduals, thinking independently of each other, 
writing on a multitude of public issues in this 
day of strain and stress, just do not happen 
to sit down at their respective typewriters 
and write the same story with the same illus- 
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trations and the same conclusions on the 
same night. 

The employee on the payroll of the Fed- 
eral government who caused these three arti- 
cles to be published simultaneously might feel 
proud of his achievement, for at first glance 
it appears to be a clever piece of propaganda 
work. It is not every day that a civil servant 
can influence the thinking of three such 
well-known Washington correspondents. If 
that employee feels proud of his achieve- 
ment, I trust that his feelings for American 
democracy are such that he will after a mo- 
ment’s reflection realize how he has cheap- 
ened the Federal service, and free press, and 
the principles of self-government. I hope he 
feels ashamed, for he is a shameful person. 

I am calling this matter to the attention of 
the House subcommittee of the Committee 
on Expenditures in the Executive Depart- 
ments to Investigate Publicity and Propa- 
ganda in the Executive Agencies with the 
suggestion that it use its widespread powers 
to investigate these propaganda activities. 


7 ae Representative Miller 
inserted into the Record three dif- 
ferent columns by the columnists named, 
and Representative Heselton (Repub- 
lican, Massachusetts) followed the Con- 
necticut Representative with a sugges- 
tion that the stories were organized and 
inspired by persons seeking to misinform 
the American public regarding develop- 
ments in Congress. 

A Democratic member, Representative 
Harris (Arkansas) even took the news 
bureau of his own Democratic National 
Committee to task for making “accusa- 
tions before it knows about the situa- 
tion.” Harris said: “There is something 
back of all this concerted publicity.” The 
committee news bureau had charged that 
an attempt was being made to “sneak a 
hurry-up hearing through on the two rip- 
per (Miller) bills.” 

Chairman Nelson Lee Smith of the 
FPC admitted at the hearings that he 
had received notice of the bill and had 
been given plenty of opportunity to make 
his views known to Congress—which he 
did. 

What was the real explanation for the 
concerted antiutility barrage? Unofficial 
versions are colorful. One item of 
Washington gossip is to the effect that 
a social evening gathering was held in 
Northwest Washington late in June 
which was attended by a number of Con- 
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gressmen and Washington newspaper- 
men, There were talks on international 
policies, one by a well-known leftish pub- 
lic figure who would like to see us get 
along better with Russia. A well-known 
Communist singer rendered several arias, 
and, when domestic matters came up on 
the informal agenda, everybody present 
was “briefed” if not indoctrinated on the 
inequities of the electric power industry. 
So runs the gossip. 

Whatever the explanation, the anti- 
utility lobby certainly had its effect. Con- 
gressmen suddenly developed apathy 
towards the Miller bills and other bills 
affecting the government’s public power 
ambitions. Congress moved towards ad- 
journment with little evidence that action 
would be taken on any of them. 

Answering the earlier question raised 
why the antiutility lobbyists are not on 
the record books under the LaFollette- 
Monroney Act, the answer seems to be 
that if there are such lobbyists they are 
Federal officials specifically exempt by 
law from the necessity of such registra- 
tion. But that does not prevent their 
lobbying from being just as effective. 


* 
Setting Coal Mine Afrre 


AST winter when the U. S. Bureau of 
Mines, in collaboration with the 
Alabama Power Company, announced 
plans for an experiment in the gasifica- 
tion of coal underground, a rash of 
newspaper publicity broke out all over 
the country. Maybe it was overdone or 
too much was expected. In any event, 
when the Sunday supplement writers, 
who had dreamed up stories of setting 
afire underground mines which could not 
otherwise be worked and stories of pip- 
ing gas into the city, saw the modest re- 
sult, the event generally dropped out cf 
print. There were even some suggestions 
that the Alabama experiment left a great 
deal to be desired, if indeed it was not 
actually a disappointment. 

But if the millions of people who more 
recently rubbed their eyes at the success 
of John L. Lewis in winning such un- 
precedented terms for his coal miners had 
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looked carefully through the back pages 
of their larger metropolitan newspapers, 
they might have come upon a modest item 
which would set them thinking again 
about underground gasification. 

The fact of the matter is that the 40- 
day experiment in controlled burning of 
coal in the Gorgas mine near the Alabama 
Power Company’s plant did everything 
the sponsors of the experiment expected 
and more. They did not expect to ob- 
tain, right off, a high-volatile gas that 
could be thrown right into commercial 
production. What they did expect was 
some knowledge obtained from the Gor- 
gas mine experiment—lessons on what to 
do, what not to do, and how steps could 
be saved and costs lowered in further 
experiments of underground gasification. 


Tt was learned, for example, that much 
| of the elaborate preliminary control 
work was unnecessary. Three specific 
points emerged from a joint report of the 
Bureau of Mines and the Alabama Power 
Company: (1) Underground coal burn- 
ing can be controlled and high-volatile 
gases can be produced and transmitted 
for use as boiler fuel at a near-by loca- 
tion; (2) best results can be obtained 
from underground gasification in loca- 
tions where coal and water are available 
in quantities (this was generally antici- 
pated, but now it is official) ; (3) new ex- 
periments will make the gasification a 
continuous process with a constant flow 
of gas instead of a short period. 

On the last point it should be explained 
that the first Gorgas mine test was so 
heavily controlled, because those in 
charge did not want to risk a runaway 
fire that might go on indefinitely with 
respect to both time and underground 
coal deposits consumed. But the lessons 
learned at the first Gorgas firing have 
pointed to various checks that will keep 
the next fire safely in leash and produc- 
tive all the while. 

_ Incidentally, the next firing also will be 
in the Gorgas mine, and is slated to be 
started some time next fall. Needless to 
say, both gas and electric utility men all 
over the nation are watching these ex- 
periments with interest. With the cost of 
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mine coal rising every time John L, Lewis 
renews his contracts, the time is already 
at hand when underground gasification 
in some areas could pay off handsomely 
in the form of clean, elastic gas fuel for 
firing electric utility boilers, or even for 
piping into gas distribution systems. 
Much work remains to be done, however, 
before underground gasification becomes 
a routine commercial process. 


Sa 


The House Passes the Rizley Bill 


prone gas men had better luck 
than the electric power people in 
getting Congress to view legislative re- 
strictions on the FPC sympathetically. 
The Rizley Bill (HR 4051), which 
would clearly put an end to FPC’s 
authority to regulate the production and 
gathering of natural gas, easily passed 
the House of Representatives. Progress 
in the Senate was uncertain, however, as 
Congress thundered down the home 
stretch towards an expected adjourn- 
ment July 26th. Friends of the bill were 
afraid that even last-minute Senate ap- 
proval would get the bill nothing but a 
pocket veto. 

However, passage by the House does 
mark definite progress and the bill will 
be in a strategic position for Senate ac- 
tion early in the next session. What real- 
ly greased the skids for the Rizley Bill 
in the House was a bristling 20-page re- 
port, reputed to be the handiwork of Rep- 
resentative Carson, Ohio Republican. 
This report really took the FPC apart on 
charges of exceeding its authority and 
perverting the plain intent of Congress. 
Surprisingly enough, it received the 
unanimous endorsement of the entire 
House Interstate and Foreign Commerce 
Committee membership, and easily won 
a green-light signal from the powerful 
House Rules Committee. If the Rizley 
Bill ever becomes law, the Ohio member 
can take the bows. 

Incidentally, the report contained a 
statement of reasons why the House 
committee did not accept the amendments 
suggested by the National Association of 
Railroad and Utilities Commissioners. 
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Exchange Calls 


“Phone-vision” Startles 
Telephone Industry 


BB pmene by telephone, surprising- 
ly enough, seems to be just around 
the corner, according to the Zenith Radio 
Corporation of Chicago. This firm now 
says that, within six months, it could sell 
you a television set that could be at- 
tached to your telephone. With it you 
could call up and tell the operator just 
which program you wanted to hear. You 
would be billed for the television service 
on your phone bill, just as you would be 
charged for a long-distance call. The 
program would come in even though your 
telephone is on the hook, and you can 
make ordinary phone calls while the show 
is on. It sounds amazing, and it appar- 
ently did amaze telephone industry men, 
who still have doubts that the innovation 
is nearing the practical stage. 

According to Zenith’s president, Eu- 
gene F. McDonald, the new system would 
permit television to operate without the 
need for commercial sponsors, through 
the revenue via telephone. There is 
plenty of confusion, even among trade 
and press editors, as to just how the sets 
work. It seems that part of the televi- 
sion picture would be delivered to your 
screen normally, through ether waves. 
Other frequencies, apparently, are picked 
up through your telephone wires, and you 
need both mediums to get the entire, un- 
blurred picture. A simple attachment on 
the Zenith television set plugs into your 
telephone and that is all there is to it. But 
though its mechanical simplicity is near 
perfection, there are other angles to be 
worked out before the new gadgets gain 
much popularity. 

First of all, Illinois Bell spokesmen 
point out that there is still a Federal 
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And Gossip 


Communications Commission restriction, 
plus various state restrictions, on attach- 
ments of any kind on your telephone. 
This, of course, is not an insurmountable 
barrier. The big questions are: (1) Will 
people pay $300, the going rate for stand- 
ard commercial television sets, for a dif- 
ferent type of receiver which will cost 
them money every time they use it? No- 
body has any idea yet as to just how much 
an hour’s television entertainment in the 
evening might cost a telephone subscrib- 
er. But the whole idea of paying any- 
thing at all for a broadcast may not be 
welcomed by the American public. This 
leads us to the next question: (2) How 
much will the public pay to eliminate tele- 
vision commercials? No doubt there is 
some nuisance value on them, and no 
doubt commercials that you can see may 
be even more irritating than those you 
can hear. But just how much cash would 
the public be willing to lay on the line to 
be free of that 3-minute blurb that now 
goes along with a half-hour program? 
The fact probably is that it would not 
take kindly to the idea unless it were 
guaranteed a very high type of talent and 
entertainment. Even then the public 
would have to be sold on the idea slowly 
through a careful advertising campaign 
costing a great deal of money. 


UCH a drive would be necessary be- 

cause it would change the whole ap- 
peal of the television medium. Here is 
why: So far, radio and television have 
been “given” to the public for nothing. 
It has been taken for granted that noth- 
ing was needed to “sell” radio, so radio 
has been the medium for selling some- 
thing else. There is nothing wrong with 
this; radio needed the sponsors to buy 
talent and improve the quality of its 
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shows. Now it had been expected that 
television would be financed the same 
way, via sponsored shows. But the pro- 
duction and transmission costs of televi- 
sion are very high right now. They are 
expected to come down somewhat, 
through volume transmission and better 
television know how; but they will al- 
ways be greatly in excess of radio’s costs, 
which were never cheap. The Zenith sys- 
tem would permit television to sustain 
itself. Revenue from reception of pro- 
grams would, theoretically at least, cover 
the costs of production and transmission. 
There would be no need for sponsors, 
and the demand for television per se 
would have to pay the freight. In active 
competition with sponsored (free) radio 
and with air-conditioned movies, televi- 
sion might have a tough time. 


LL this is not to say that telephone 
A television would not be a good 
thing for the telephone business. It sure- 
ly would, and it may well turn out that 
way. The fact that television men are 
counting on telephone coaxial cables as 
the primary medium of transmission al- 
ready means that the phone industry has 
a stake in television’s future. If tele- 
phone lines right into subscribers’ homes 
became the primary television medium of 
reception, every telephone company, 
large and small, would share in the in- 
creased business. There would be some 
changes in the valuation of telephone 
plant and properties, new opportunities 
for employment, and substantial new 
capital available for expansion in both 
telephone and television fields. There is 
no telling where it might lead. 

However, the whole idea will have to 
simmer a while before it can be really di- 
gested. The Zenith plan is a hopeful one, 
and it is getting much attention from 
telephone interests. Technical “bugs” in 
the plan are comparatively easy to work 
out. Whether the “bugs” in America’s 
listening habits can be solved seems to be 
more difficult. Telephone men, who are 
‘ accustomed to dealing in a sellers’ mar- 
ket, might have to brush up on their 
studies of human nature and buyer re- 
sistance, just in case. 
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Phone Bills Stalled 
In Congress 


ULY saw considerable activity on Capi- 
J tol Hill on bills raising the national 
minimum wage. Both House and Senate 
Labor committees held hearings on meas- 
ures which would hike the wage mini- 
mum to as high as 75 cents an hour. But 
the pressure of other legislative business, 
and the determined bid of southern Con- 
gressmen to attach a farm parity rider 
to any bill voted out of committee, kept 
the issue from going through both houses 
in this session. There appeared to be con- 
siderable sentiment in favor of a mini- 
mum wage boost. Representatives of in- 
dependent telephone companies appeared 
in opposition to the proposed wage hike. 
United States Independent Telephone 
Association’s executive secretary, Clyde 
S. Bailey, appealed to House committee 
members to continue to exempt small 
telephone concerns from minimum wage 
laws, and asked that firms with less than 
1,000 stations be included under this ex- 
emption. The present law exempts com- 
panies having less than 500 stations. 

Here is a quick run down of other last- 
minute congressional activities in com- 
munications, in the closing days of the 
session, which ended late this month: 
The Senate Interstate and Foreign Com- 
merce Committee shelved the White- 
Wolverton Bill (S 1333) to amend the 
Federal Communications Act of 1934, 
after three weeks of hearings. The bill 
will probably be greatly revised during 
the recess. Its provision calling for man- 
datory splitting of the FCC into two sec- 
tions, one for radio and one for common 
carrier activities, is not likely to survive. 
Otherwise the bill has little application 
to the telephone and telegraph industry. 

Senate appropriators agreed with the 
House that Federal Communications 
Commission should not spend $375,000 
for a special investigation of the telegraph 
industry. They refused an FCC request 
for that amount, although they did in- 
crease FCC’s funds (for salaries, ex- 
penses, printing and binding) by $400,- 
000. Total FCC budget for fiscal year 
1948, according to Senate allotments, is 
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$6,400,000. All other pending communi- 
cation bills remain on committee calen- 
dars for possible action at later sessions 
of the 80th Congress. 


* 


Phone Union Communique 


Kk - muddled telephone labor situa- 
tion shows no sign of clearing up 
this summer. There are now two definite 
camps toward which phone workers are 
gravitating, while other splinter groups 
are headed on tangents of their own. The 
newly formed Communication Workers 
of America, building on the ashes of the 
ill-fated spring strike, is beginning to find 
itself, and is laying plans for reorganiza- 
tion. John L. Crull, former southern re- 
gional director of the National Federa- 
tion of Telephone Workers, will spear- 
head an organizing drive in his new post 
as vice president of CWA. But the thor- 
ough shake-up in the union’s operation, 
caused first by the strike and second by 
the switchover to CWA in June, has taken 


considerable time. This has given the CIO 
camp the opportunity to try its organiz- 
ing wings with little interference. 

The Telephone Workers Organizing 


Committee, the new CIO telephone 
group, has just accomplished its first big 
objective as this is written, It has won the 
affiliation of the American Union of Tele- 
phone Workers, comprising Long Lines 
workers across the nation. The 42,000 
members of this group are to be the 
nucleus of the CIO’s planned interna- 
tional union. The margin of victory for 
CIO in the Long Lines’ referendum, 
however, is hardly substantial enough to 
scare off rival invasions. The CIO won 
by about a 5-to-3 ratio of votes. At pres- 
ent, 25,000 members of the Association of 
Communication Equipment Workers, 
who install and maintain much of the Bell 
system equipment throughout the coun- 
try, are voting on affiliation with the CIO. 

There is plenty of activity in the Amer- 
ican Federation of Labor toward tele- 
phone unions, however. Early this month 
55 per cent of the equipment workers at 
Western Electric’s Hawthorne plant out- 
side Chicago voted to join AFL’s Inter- 
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national Brotherhood of Electrical Work- 
ers. This vote swings 22,000 employees 
into AFL ranks, and probably gives AFL 
leaders incentive to go after more. There 
is still a chance that CWA itself will em- 
brace the AFL after a sufficient show of 
independence. 


5 
The Battle of New Jersey 


HE spring telephone strike is still 

having its effect on telephone inter- 
ests in New Jersey. Telephone workers 
who defied the tough New Jersey anti- 
utility strike law and refused to return 
to work when ordered by the governor are 
soon to face a state court determining the 
validity of the law. This statute went into 
effect as the nation-wide NFTW strike 
began on April 7th, and local strike lead- 
ers deliberately made a test case of it. 
The union then sought an immediate trial 
in Federal court, rather than wait for a 
decision by the state tribunal, But state 
officials pressed the Federal bench to al- 
low local jurists the first opportunity to 
pass on the law’s constitutionality, since 
it was essentially a state law within the 
local courts’ jurisdiction. The state won. 
A 3-man Federal court agreed to with- 
hold its proceedings until after local dis- 
position of the case. 

The telephone union now faces a long, 
bitter series of court battles over the law’s 
legality. But the Bell Telephone Company 
of New Jersey also has a long, tough 
battle on its hands for a rate increase 
which it claims was made necessary by the 
hike in telephone wages that followed the 
strike. A 3-month postponement in new 
rate schedules has been ordered by the 
state board of public utility commis- 
sioners. At the same time it announced 
hearings would continue on these new 
rates, which are in some controversy. The 
new rates would mean an increase in rev- 
enue of about $16,000,000 a year. Unions 
and leftish economists have led the fight 
against the schedules. Their main com- 
plaint has centered on the “monopolistic” 
interconnection between Bell operating 
companies and Western Electric manu- 
facturing concerns. 
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Financial News 


and 
Comment 


By OWEN ELY 


Convertible Security 
Offerings—A Revival 


iy 1932-1947 there were rela- 
tively few convertible securities is- 
sued by utility companies. Common- 
wealth Edison’s big issue of convertible 
debenture 34s was put out in 1938; the 
bonds were gradually converted and the 
balance retired in 1944. American Tele- 
phone and Telegraph in 1941 issued some 
$233,000,000 convertible 3s, and conver- 
sion of these is now being forced by the 
announcement of redemption of the re- 
maining amount in September. The com- 
pany last year issued $327,000,000 23s 
due 1961, convertible at $150 (compared 
with $140 for the earlier issue), In both 
cases conversion was based on a $100 
debenture with the balance paid in cash 
(for each share of stock). 

In 1947 issuance of convertible securi- 
ties has become increasingly popular. In 
May, Southern California Edison re- 
funded its 6 per cent and 54 per cent 
preferred stocks with a package of one- 
half share of a new 4.32 per cent pre- 
ferred stock and one-half share of 4.48 
per cent convertible preference stock, for 
each share of old stock. The exchange 
offer expired May 26th. About 88 per 
cent of holders accepted it, and the re- 
maining shares were offered by a group 
headed by First Boston Corp. and Harris, 
Hall & Co, The preference stock has a 
third claim on earnings following the 
“original” preferred stock and the new 
preferred. Over-all coverage of fixed 
charges in 1946, on a pro forma basis, 
was 1.86 times. The preference stock is 
convertible into four-fifths share of com- 
mon. It is currently quoted on the Curb 
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around 323 compared with 29 for the 
4.32 per cent stock and 32§ for the com- 
mon. The issue is apparently discounting 
a further advance in the common stock. 


ONSOLIDATED Gas of Baltimore in 
April offered $16,677,100 converti- 
ble debentures 2}$s due 1962 pro rata to 
common stockholders in the ratio of $100 
debentures for each 7 shares held. Un- 
subscribed bonds were offered by a group 
headed by Harriman, Ripley & Co, and 
Alex. Brown & Sons. The bonds be- 
come convertible on July 1, 1948, at the 
rate of 5 shares of stock for each $300 
debentures, but after $8,000,100 deben- 
tures have been surrendered for conver- 
sion the rate drops to 3 shares for each 
$200 debentures, In other words, the first 
conversion rate would be 16% shares for 
each $1,000 bond or a price of 60 for the 
stock, and the secondary rate 15 shares 
or a price of 66%. The stock is currently 
selling around 73 making the value of 
16% shares approximately $1,220, and the 
bonds (not convertible until next July) 
are around $114. Both issues are traded 
on the Curb Exchange. Some question 
has arisen as to the exact method of 
handling conversions because of the lim- 
ited amount received at the first exchange 
rate. 

In connection with its recapitalization 
plan, New England Gas & Electric Asso- 
ciation in April offered $7,762,500 44 per 
cent convertible preferred stock at $103 
through a syndicate headed by First Bos- 
ton and Blyth. The stock is convertible 
at any time into 7 common shares for 
each share of preferred. The conversion 
is not of special market interest at pres- 
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ent, since the preferred is selling at 107 
compared with 12-13 for the common. 
Public Service Company of Colorado 
in June issued $7,000,000 convertible 3s 
due 1962, Here again the bonds were 
offered for subscription by stockholders, 
with the unsubscribed bonds underwrit- 
ten by a banking group headed by Halsey, 
Stuart & Co. Because of the conversion 
feature (into common stock at $33.30) 
Halsey, Stuart offered the company $100 
for the privilege of underwriting the un- 
subscribed bonds at par; other bidding 
groups asked the company for the tra- 
ditional payment ($7,500 in one case, it 
was reported). Approximately $518,900 
of debentures were unsubscribed and 
were sold by Halsey, Stuart to a single 
buyer at a price of $113.07, netting a 
profit to the bankers of over $65,000. 


f samee SERvICE CoMPANY OF COLO- 
RADO is selling on the Stock Exchange 
at about $36, making the conversion 
parity for the bonds $108. However, the 


bonds appear to be discounting a higher 
price for the stock. With recent earnings 
at the rate of $4.68 a share in the year 
ended December 31st, the stock is selling 
at only about 7.7 times earnings, an un- 
usually low ratio. This is probably ex- 
plained by the low dividend rate of $1.65 
which returns a below-average yield of 
4.6 per cent. 

Public Service Company of Indiana 
in April registered an offering of $11,- 
077,800 15-year convertible debenture 
24s. The offering has recently been ap- 
proved by the Securities and Exchange 
Commission. Common stockholders of 
record July 16th are to have the right to 
purchase the new debentures on the basis 
of $10 face amount for each share held. 
The rights will expire August 13th. 
While price and other details are to be 
announced later, it seems probable that 
the debentures will be offered at par. The 
bonds will be convertible into common 
stock at $40 compared with the current 
market price around 42. On this basis 
the bonds should be worth 105 and every 
two points advance or decline in the stock 
would mean five points on the bonds (ex- 


cept as the bonds might enjoy a price 
“floor” in the neighborhood of 98-100), 

The common stock formerly received 
cash dividends but early this year the 
management decided to dispose of its sub- 
sidiary, Indiana Water & Gas, by distrib- 
uting the stock in lieu of dividends. Quar- 
terly payments of one-twentieth of a 
share are being made, and with the stock 
quoted around 15-16 the value of the 
year’s dividend would approximate $3, 
netting a return of over 7 per cent on 
Public Service of Indiana, Earnings per 
share (on Public Service) in the twelve 
months ended April 30th were $4.42. 

The success of these convertible securi- 
ties issued in 1947 makes it appear likely 
that other companies may follow this 
procedure, in preference to issuing new 
common stock. Dilution of present stock 
earnings is largely avoided and the 
money is obtained on a low interest or 
dividend basis, reduced by tax savings in 
the case of interest. 

* 


Recent Studies on Utilities 
Securities 


N EWBURGER & HAno has recently is- 
sued a study of Electric Bond and 
Share Company in which it attempts to 
work out a “pro forma” income account 
and future balance sheet based on the 
integration plan. The firm evaluates the 
present portfolio, exclusive of American 
& Foreign Power securities, at $75,000,- 
000 (including $11,000,000 cash). To 
pay off bank loans and current liabilities 
and provide a reserve for possible pay- 
ment of preferred stock premiums re- 
quires about $42,000,000, leaving esti- 
mated cash of $33,000,000. Assuming 
that the American & Foreign Power plan 
is consummated, the firm estimates that 
Bond and Share’s earnings equity from 
this source would approximate $7,600,- 
000, and the amount actually received 
$3,700,000. Ebasco’s earnings are esti- 
mated at $1,644,000 and dividends re- 
ceived at $1,200,000. Income on the cash 
is figured at only 1.2 per cent or $400,- 
000. Consolidated earnings would thus 
amount to $9,633,000 and parent com- 
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pany income (after taxes of $570,000) 
would be $4,728,000. Based on the 5,250,- 
358 shares outstanding, consolidated 
earnings would be $1.80 and parent com- 
pany earnings 90 cents. With profitable 
investment of the cash balance (and also 
possible recovery of the $10,000,000 es- 
crow fund) earnings might show a sub- 
stantial gain. 

T. W. Locke of Ira Haupt & Co. has 
analyzed New England Public Service 
Company. Since the prior preferred 
stocks are being retired under a plan ap- 
proved by the SEC, attention is now fo- 
cused on the plain preferred stocks. The 
7 per cent preferred has been selling 
around 135 contrasted with $206 par plus 
arrears; and the $6 issue at $125 versus 
$191.25. The company’s portfolio con- 
sists of cash assets (about $16,700,000) 
and three stocks on which quotations are 
available as follows: 


Total 
Value 


Approx. 
Shares Mkt. Price 
1,315,181 Central Maine 
23 $30,249,163 


of New Hamp- 
shire 

128,705 Central Ver- 
mont Pub. Ser. 14 


18,663,249 
1,801,870 
$50,714,282 


After adding the cash assets and de- 
ducting the $30,010,345 required to pay 
off the prior preferreds, as well as the 
$4,000,000 escrow fund, remaining value 
would be $34,403,937. If the plain pre- 
ferreds were paid off at par and arrears, 
there would still be $3,428,579 left for 
the common stock, or about $3.50 a share. 
But Mr. Locke considers it more likely 
that some percentage allocation of total 
assets will be made between the two 
groups, though he expects any such 
amount to be well in excess of market 
values for the plain preferred stocks. 


¥ 
“Spacing” Utility Common 
Stock Offerings 


HE public service securities commit- 
tee of the Investment Bankers As- 
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sociation of America, in an interim re- 
port to the governors a few weeks ago, 
pointed out that some twenty common 
stock issues were expected to be offered 
to the public during the balance of 1947 
(including offerings through rights). 
The total amount was approximately 15,- 
000,000 shares, or about $300,000,000 - 
market value. 

While a few of these offerings have 
since made their appearance, a considera- 
ble part of the total still remains to be 
disposed of, It is difficult at any one time 
to forecast a definite total of such financ- 
ing because of the constant changes in 
holding company plans. 

The Investment Bankers Association 
committee pointed out the following: 

The timing of the sale of these issues is 
a matter of concern to the investment bank- 
ing industry, and, unless some means can be 
found to provide an orderly distribution of 
these issues, through no fault of its own the 
marketing machinery of the industry may 
not be equal to the task, It is most important 
that the management of the holding com- 
panies, in collaboration with the Securities 
and Exchange Commission, develop some 
program which will result in an orderly proc- 
ess of bringing the individual issues to mar- 


et. 

We have had a demonstration during 
the current year of the depressing market 
effect of a great volume of common stocks 
being offered within a relatively short space 
of time. Unless sound judgment is used, 
we may witness an entire new general level 
of prices for utility equities as a whole, 
creating a situation where it will be difficult 
to obtain prices which are fair and reasonable 
to both the seller and to the investing public. 
Distribution costs would likewise increase 
substantially, particularly under the present 
system of competitive bidding. 


It is difficult for the holding companies 
to codperate in any such program of 
“spacing” offerings and it is almost im- 
possible (under competitive bidding) for 
the bankers to do so, except as they may 
informally advise some of the holding 
companies. 

The SEC would seem to be best 
qualified to undertake the task since al- 
most all offerings pass through its hands, 
and it can usually slow them or speed 
them, to fit into an orderly pattern with 
respect to market conditions. 
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Inside John Gunther 


HE author of the current best seller 

Inside U.S.A. has made an im- 
pressive literary reputation, as well as a 
tidy fortune, writing about the “Inside” 
of Europe, Asia, and now the United 
States. When he runs out of continents 
to explore one wonders just what this 
still young and vigorous author will do 
next, seeing that Milton has covered 
Paradise, Dante has scooped him on the 
infernal regions, and Orson Welles has 
staked out Mars. 

The technique of Mr. Gunther’s in- 
teresting and informative exploration of 
our major geographical subdivisions to 
date is fairly simple in principle. Start- 
ing with a broad statistical.and factual 
outline, which one could quickly cull out 
of the World Almanac or some more 
elaborate reference source, Gunther con- 
denses this, then races around the area 
filling up innumerable notebooks with 
téte-d-téte conversations with a vast as- 
sortment of “friendly natives.” A fair 
proportion of these are big shots. Quite a 
few are big bores, judging by the number 
of quotations which the author didacti- 
cally labels as “witty remarks” or “caustic 
replies.” 

By and large, however, Gunther man- 
ages to convey the surface impression of 
an enormous amount of information, 
written with quick-moving and graceful 
style, leaving the casual reader with a 
feeling that he has been entertained with 
a very breezy rewrite of the Encyclopedia 
Britannica, topped off with a thick icing 
of local gags, incisive comments, and—- 
believe it or not—occasional verse. 

One cannot help but admire the in- 
dustry and talent of Mr. Gunther as 
he moves swiftly from page to page 
ostensibly jam packed with facts, but 
whose pills of wisdom are so cleverly 
sugar-coated that they go down easily and 


leave the reader turning page after page 
for more. 


I" a book of almost 1,000 pages (includ- 
ing a rather exhaustive subject in- 
dex) Gunther glides across the face of 
the United States, starting from the West 
coast, and swings around a circle cover- 
ing the Northwest, Middle West, New 
England, Middle Atlantic, South, and 
Southwest. Gunther’s approach is essen- 
tially reportorial. Names of people (liv- 
ing or dead), local color stories, and 
legends are more newsworthy to him 
than long-range historical background. 

He goes into a given state and quickly 
sizes up the governor, the two United 
States Senators, and other politicians or 
political bosses of note, analyzing the 
make-up of the population broken down 
according to occupation, racial, religious, 
and other classifications. He shows what 
makes the state go. Where this is a large 
industry, he gives the management a good 
going over, along with some usually 
sympathetic comments about the indus- 
try’s labor movement, if any. He grades 
local newspapers, civic movements, and 
other institutions as good, bad, or indif- 
ferent as gingerly (and as decisively) 
as a grade schoolteacher marks examina- 
tion papers. 

It is, on the whole, an excellent pat- 
tern—this idea of going into a city or 
state and finding out what the people are 
talking about, thinking about, worrying 
about, and fighting about. The only 
trouble is that the author is not as objec- 
tive in his research as his cocksure char- 
acterizations would seem to indicate. 
Too often, instead of trying to find out 
what the Kansas farmer or the Detroit 
mechanic or the Gulf coast fisherman is 
thinking about for himself, Gunther has 
obviously carried with him a complete 
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and minute package of reactions, so that 
instead of finding out what is going on 
Inside U.S.A. we end up with a pretty 
good idea of what is going on inside 
John Gunther. 


O= frequently his streamlined 
servings of information cover up 
liberal portions of misinformation. His 
flip generalizations of this city as being 
the dirtiest in the country or of another 
city as the ugliest or toughest, carry with 
them the spurious ring of one who is not 
quite sure of what he is talking about 
and hopes to make up for the uncertainty 
with the shoddy device of false emphasis. 

For example, three things seem to pre- 
occupy Mr. Gunther’s attention, thoughts, 
and conversations no matter where he 
goes. First, the Negro problem. Second- 
ly, a lyrical admiration for public power 
with its “cheap and abundant electricity,” 
a la TVA, supplemented by a bitter 
animus against privately owned electric 
utility companies. Thirdly, a dogmatic 
labeling of the entire population accord- 
ing to a set of foreign and domestic po- 
litical standards of “liberality” which, in 
Gunther’s case, roughly corresponds with 
the editorial policy of The Nation. 

It is hard to believe that the average 
run-of-the-mill little people are terrifical- 
ly concerned about the amount they pay 
for electric power as distinguished from 
food, clothing, shelter, and other items 
which bulk so much greater in their budg- 
ets. Yet, in nearly every region Gunther 
visited he found evidence of great public 
frustration because a local edition of the 
TVA had not been brought about. He 
seems astonishingly sure of the paper 
magic contained in the 3-man board with 
regional autonomy—as if the Army En- 
gineers or the Reclamation Bureau did 
not pour the same kind of concrete or as 
if Hoover dam and Shasta were not so 
enduring because the TVA mold is lack- 
ing. 

Repeatedly, he keeps falling on his 
hands and knees to salaam the ideal of 
the TVA. He calls it, in one spot, the 
most important “story” in the United 
States. In another place he says “the 
TVA idea is the greatest single Amer- 


ican invention of this century, the big- 
gest contribution the United States has 
yet made to society in the modern world.” 
Altogether there are 25 references to the 
“power issue,” taking up in all nearly 
100 pages or almost one-tenth of 
Gunther’s entire book. 

When one compares this with known 
industrial surveys to the effect that the 
majority of electric utility customers do 
not even know what their rates are, this 
situation betokens a lack of disinterested 
approach which mars the otherwise ex- 
cellent pattern of the book. The simple, 
true fact that utility service is about the 
only necessity of living which is as cheap 
if not cheaper than before the war es- 
capes Gunther entirely. 


pS preaerer ni his battle-ax attack on 
the intelligence and reputation of U. 
S. Senator Bricker of Ohio, without a 
single tangible supporting fact, makes the 
reader wonder if Gunther is not paying 
off some kind of personal grudge. 

In’ the realm of straight political 
analysis some of Gunther’s conclusions 
are laughable. He states that former 
Senator LaFollette was beaten out of the 
1946 Wisconsin Republican primary by 
the weirdest combination one could 
imagine (page 325)—“a kind of Cath- 
olic big business Communist coalition.” 
If Mr. Gunther had simply taken the 
trouble to look carefully at the Republican 
primary vote, he would have seen that the 
successful organization candidate (Sena- 
tor McCarthy) fought LaFollette to a 
standstill all over the state outside of 
Milwaukee, and that big city gave its 
usual organization majority to the organ- 
ization candidate. This has been going 
on for years and years. 

It is probably unfair to pick up 
Gunther’s analysis as to why Representa- 
tive Slaughter lost in the Democratic 
primary in Missouri since he put his book 
together before the recent grand jury in- 
vestigation. Gunther glibly assures us 
that Truman was able to purge Slaughter 
successfully (although the Democratic 
candidate lost in the general election) be- 
cause of the Negro vote and Slaughter’s 
remarks about the FEPC. We know now, 
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of course, that Slaughter was not purged 
at all, but had the election stolen from 
him by a corrupt political machine. Pres- 
ident Truman has hastened to repudiate 


it 

We are told that the Republican party 
in California is run by something called 
the Cameron-Chandler-Knowland axis. 
The very idea that these highly individ- 
ualistic and competitive publishers would 
get together on running anything to their 
mutual satisfaction seems naive. The 
chances are that Governor Warren would 
like to know, himself, just who does run 
the Republican party in California. There 
are times when it seems that nobody is 
running it at all. 


N summing up, it would appear that 

Gunther has taken a good pattern and 
executed it in a sketchy, superficially, and 
highly impressionistic manner. He has 
vented his personal whims and obsessions 
on any number of honest, well-meaning 
people, politicians, officials, and even 
clergy. Reputations for integrity and 
confidence, which have been carefully 
built up for decades, are smeared with- 
out reason by the impulsive wisecrack 


or the sweeping generalization that a cer- 
tain party is empty headed or does not 
scintillate in the sophisticated manner of 
some pinko cocktail party in New York 
city. In blunt words, this is propaganda, 
and in view of the widespread Book-of- 
the-Month Club distribution it can be 
very effective but also misleading 
propaganda. 

As long as Gunther was writing about 
Europe and Asia, it was probably easier 
to get away with this stuff, because few 
of his American readers had contrary or 
more accurate information. Most were 
willing to give him the benefit of the 
doubt when he painted pictures about 
Madrid, Chungking, and so forth. But 
when he imports his ideological obses- 
sions to more familiar domestic grounds, 
and tends to plaster them all over the 
United States, the chances are fair that 
a good many people are going to be 
pretty mad when they read what Mr. 
Gunther has to say about them and 
their towns. The state of Virginia, 
Cleveland, Chicago, Butte—just to name 
several—are not likely to hail Mr. 
Gunther’s words as deathless prose. 

—Francis X. WELCH 





Bell Executive Defines Management’s Trust 


N the current summer issue of the Bell 
Telephone Magazine, Walter S. Gif- 
ford, president, American Telephone and 
Telegraph Company, made revealing 
comment upon “The Responsibility of 
Management in the Bell System.” 
Observing that in former days the 
owners of practically every business were 
themselves the managers of the business, 
but that today, as far as large businesses 
are concerned, a profound change has 
taken place, Mr. Gifford pointed out as 
follows: 
. .. In the Bell system, for instance, em- 
ployee management, up from the ranks, and 
not owner management, is responsible for 
running the business. This management has 
been trained for its job in the American ideal 
of respect for the individual and equal op- 
portunity for each to develop his talents to 
the fullest. 
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A little thought, the AT&T president 
noted, will bring out the important sig- 
nificance of these facts: 


(Management is, of course, vitally interest- 
ed in the success of the enterprise it man- 
ages, for if it doesn’t succeed, it will lose 
its job. So far as the Bell system is con- 
cerned, the success of the enterprise depends 
upon the abilitv of management to carry on 
an essential nation-wide telephone service in 
the public interest. This responsibility re- 
quires that management act as a trustee for 
the interest of all concerned: the millions of 
telephone users, the hundreds of thousands 
of employees, and the hundreds of thou- 
sands of stockholders. Management neces- 
sarily must do the best it can to reconcile the 
interests of these groups. 


M* GIFFORD maintained that man- 
agement, while not infallible, is, 
with its intimate knowledge of all the 
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factors, in a better position than anybody 
else to consider intelligently and act 
equitably for each of these groups. In 
the Bell system, he declared, there is every 
incentive for it to wish to do so, and he 
added: 


. Certainly in the Bell system there is no 
reason either to underpay labor or over- 
charge customers in order to increase the 
“private profits of private employers,” for 
its profits are limited by regulation. In fact, 
there is no reason whatever for management 
to exploit or to favor any one of the three 
great groups as against the others and to do 
so would be plain stupid on the part of man- 
agement. The business cannot succeed in 


can only be obtained in competition with oth- 
er industries. And, in our regulated busi- 
ness, management has the responsibility to- 
gether with regulatory authorities to see to 
it that the rates to the public are such as to 
assure the money, credit, and plant that will 
give the best possible telephone service at 
all times. 

Bell system employees have recently re- 
ceived increases in pay which management 
agrees are fair but which in most cases will 
result in earning less than an adequate re- 
turn for investors pending the time manage- 
ment, with the approval of state regulatory 
authorities, secures increases in telephone 
rates. 


While Mr. Gifford’s analysis of the re- 


the long run without well-paid employees sponsibility of management referred es- 


with good working conditions, without ade- 
quate returns to investors who have put their 


pecially to the Bell system, his statement 


savings in the enterprise, and without rea- that management is required to “act as a 
sonable prices to the customers who buy its trustee for all concerned” can be applied 
services. These conditions have been well to all types of investor-owned utilities. 


met over the years in the Bell system. 


These tax-paying, regulated companies 


Calling attention to the fact that to have to serve the interests of a similar 
solve this problem fairly to all concerned threefold group—customers, employees, 
has not been and is not now an easy thing and investors. 


to do, the Bell system executive thus out- 


The various elements which enter into 


lined certain factors which have to be this “responsibility of management” are 
considered : well defined by the Bell system president. 


. . collective bargaining with labor means 


His statement should prove an aid to bet- 


that labor’s point of view is forcibly present- ter understanding of this phase of the 
ed. What the investor must have is deter- American economy. 


mined quite definitely by what is required 
to attract the needed additional capital, which 


—R. S.C. 





Consolidated Edison Reports to 
Employees and Their Families 


ONSOLIDATED EpisON COMPANY OF 

New York, INc., recently mailed to 

the homes of its more than 28,000 em- 

ployees a report of the company’s busi- 
ness in 1946, 

The 14 pages of text and illustrations 
were introduced by a letter, signed by 
Ralph H. Tapscott, president, and Hud- 
son R. Searing, executive vice president, 
which stated in part: 


It became increasingly evident in 1946 that 


tion, based on power usage, 61 per cent in 
excess of 1939. 

Repeatedly during 1946, Con Edison em- 
ployees and management, working together, 
demonstrated their ability to meet emer- 
gencies and surmount apparent obstacles in 
fulfilling the company’s obligations to the 
public. Careful planning and constant devo- 
tion to the job overcame the worst effects 
of frequent stoppages in fuel production and 
transportation. 


Reviewing events of the year, together 


the future holds for us both great opportuni. with earnings and expenditures, from the 
ties and great responsibilities. New York employee’s point of view, the report re- 
city is forging ahead with plans and projects states facts included in the annual report 


for new housing, shopping, industrial, en- 
tertainment, and transportation facilities. Our 


to stockholders which was mailed earlier 


leading industries are maintaining produc- in the year. Additional items of interest 
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“I DON’T CARE IF YOUR TEAM HAS DECIDED TO PLAY NIGHT 
BASEBALL—YOU BRING THOSE LAMPS BACK IN HERE!” 


to employees are comprehensive com- 
ments upon the problems confronting the 
company during its biggest year, as well 
as an explanation in some detail of con- 
struction work completed in 1946, and 
work now under way and in prospect. 
The latter being part of a 5-year plan for 
increasing facilities at a contemplated ex- 


penditure of $250,000,000. 


A= of text and pictures, headed 
“We Won the Battle of Fuel,” tells 
how the “ingenuity of system people” 
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was challenged in 1946 by “two tugboat 
workers’ strikes, two coal miners’ strikes, 
a railroad strike, and a shipping tie-up” 
—but service went on “without interrup- 
tion.” 

Other matters of interest to employees 
are items noting special recognition to 
management and employees, by Federal 
government departments, and by New 
York city officials, for unusual services 
rendered. Considerable space also is de- 
voted to “Mutual Aid, Insurance, Health, 
and Savings Services.” 
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New Light on the Heat Pump 


HERE are probably a number of nor- 

mally curious American citizens 
who have unwittingly become conscious 
of, if not conversant with, the elemen- 
tary principles of the heat pump. One 
need only leave the door of an ordinary 
electric refrigerator open long enough to 
see what happens. 

When the outside atmosphere merges 
with the air inside the box, the compres- 
sion loses its effectiveness and the unit be- 
gins to defrost until the refrigeration is 
lost entirely, even though the motor still 
runs, Closing the box door again seals 
off the inside atmosphere so that the com- 
pression builds up a lower temperature 
inside by throwing off the heat outside 
the box. 

Stated in such an oversimplified form, 
it is easy to see that the process can be 
reversed so as to build up a higher tem- 
perature inside by utilizing the heat built 
up through compression and venting the 
cooler air outside. This, in effect, is the 
heat pump—a “name commonly applied 
in present commercial practice to a year- 
round air-conditioning system employing 
refrigeration equipment in a manner 
which enables a surface to deliver usable 
heat to a space during the winter period 
and to abstract heat from the same space 
during the summer period.” 


fe. foregoing quotation is from the 
opening paragraph in an excellent 
although somewhat technical volume en- 
titled Heat Pumps, recently published by 
John Wiley & Sons, Inc. The authorship 
of this book will especially interest read- 
ers of the public utility industry because 
all three of them are identified with that 
industry—thus assuring that the work 
has been written from the specialized 
standpoint of the operating utility execu- 
tive. 

These authors are Philip oy wa 
president, American Gas & Electric Serv- 
ice Corporation ; and E. R. Ambrose, air- 
conditioning engineer, and Theodore 
Baumeister, consulting engineer, of the 
same organization. Dr. Baumeister is also 


professor of mechanical engineering at 
Columbia University. 

There has, for some time, been a par- 

ticular need for an authoritative work on 
the heat pump written from the operat- 
ing utility standpoint, because of the 
rapidly increasing possibilities of using 
the heat pump in connection with the fu- 
ture power load of the electric utility in- 
dustry for space heating and space cool- 
ing. 
Aside from the opening chapter on 
thermodynamic principles, and similar 
discussions on various designs of heat 
pump equipment, the Sporn-Ambrose- 
Baumeister book can be generally under- 
stood even by the nonengineering reader. 
And it is necessary that a good many 
public utility executives should give their 
attention to some of the nonengineering 
problems about the heat pump which the 
book discusses. Even nonutility execu- 
tives—bituminous coal men, for exam- 
ple—ought to be learning something 
about heat pump possibilities. A recent 
statement of the Bituminous Coal Insti- 
tute pointed out (with reference to the 
potential market for electricity through 
the heat pump) that coal produces 48 per 
cent of the nation’s electric power and 
is the main fuel reliance for the future 
even if the heat pump should gain pref- 
erence because of its cleanliness, elimina- 
tion of ash residue, and so forth. 

For example there are the relative tem- 
peratures in various states and other geo- 
graphical and climatic characteristics 
which govern the performance of various 
types of installation and combinations 
thereof (air, water, ground, and so 
forth). There is an entire chapter on 
actual heat pump installation experiences 
and another on the effect of heat pump 
economics on the power svstem load 
curve. The book has excellent illustra- 
tions and is well documented. It has a 
comprehensive subject index. 


Heat Pumps. By Philip Sporn, E. R. Ambrose, 
and Theodore Baumeister. John Wiley & 
Sons, Inc. 440 Fourth avenue, New York 16, 
New York. 188 pages. Price $3.75. 
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NARUC Convention 


ALTER R. McDoNaLp, veteran 

member of the Georgia Public 
Service Commission, and described by 
his associates as a “walking encyclopedia 
on utilities,” was elected at the fifty-ninth 
annual convention of the National Asso- 
ciation of Railroad and Utilities Com- 
missioners to be president of that group 
for the coming year. Chairman Mc- 
Donald has spent twenty-four years as 
a member of the Georgia commission, for 
the last thirteen of which he has been its 
active chairman. 

The NARUC convention opened at 
the Hotel Statler in Boston on July 14th 
with welcoming addresses by Lieutenant 
Governor Arthur W. Coolidge and the 
address of the retiring president, Duane 
T. Swanson, chairman of the Nebraska 
State Railway Commission. During the 
morning session of the second day Ira H. 
Rowell of the California Public Utilities 
Commission presented the report of the 
committee on progress in the regulation 
of public utilities. 

The report of the NARUC Committee 
on Rates caused a flurry of interest be- 
cause of its emphasis on the utility indus- 
try’s expansion program. This report, 
presented by Committee Chairman Fran- 
cis M. McKeown of the Massachusetts 
Department of Public Utilities, disclosed 
that during the next five years the na- 
tion’s power and light companies will in- 
crease their investment in facilities used 
for supplying gas and electricity by 30 
to 40 per cent. Although the prospective 
increase may necessitate considerable 
financing, at relatively low interest costs, 
actually, the committee said, increased ef- 
ficiency “must” result from the new fa- 
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cilities if costs are to be “held within 
bounds.” Unless more economical use can 
be made of facilities in the future “we 
must of necessity expect requests for 
rate increases,” the committee said. 

Fred Kleinman of the Illinois com- 
mission staff presented a report on ac- 
counts, and Chairman Wade O. Martin 
of the Louisiana commission led the dis- 
cussion on the joint centennial anniver- 
sary of Thomas Edison and Alexander 
Graham Bell. The afternoon session of 
July 15th was given over to reports 
and discussion of transportation matters, 
with the exception of a report of the com- 
mittee on legislation, headed by H. Lester 
Hooker of Virginia. 

On the third day of the convention, 
Chairman McDonald gave a report of 
the executive committee on resolutions 
which was followed by more discussion 
of transportation regulation, especially 
dealing with motor carriers and led by 
Chairman Lynn H. Ashley of the Wis- 
consin commission and Robert A. Nixon, 
former OPA Utilities Division chief. 

Election of officers followed in the af- 
ternoon, at which Justus Craemer of the 
California commission was elected first 
vice president, to succeed Judge Mc- 
Donald who was elevated to the presi- 
dency. Carroll L. Meins of the Metro- 
politan (Boston) Transit Authority was 
elected second vice-president. 

The convention closed after two ses- 
sions on July 17th which featured dis- 
cussions of telephone and electric utility 
regulation, respectively. On the same day 
a banquet was held at which the guest 
speaker was U. S. Senator Saltonstall of 
Massachusetts. 

The next convention will be held in 
Savannah, Georgia. 
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Truman Endorses MVA 
Proposal 


| oe ag Truman strongly endorsed 
recently not only the proposed Mis- 
souri Valley Authority but also an in- 
tegrated flood-control program for the 
Missouri, Mississippi, and Ohio river 
basins. 

The President told a news conference 
that he would continue, as he had in the 
past, to support actively the pending 
Murray Bill, which would create for the 
Middle West an MVA comparable to the 
Tennessee Valley Authority. 

He said he considered the proposed 
authority the best flood-control plan for 
the Missouri valley, but he added that it 
fell short of protecting the Mississippi 
and Ohio river valleys. The government 
is working out a comprehensive control 
plan for the whole region, he said. 

The President said he had recently 
talked with Senator James E. Murray, 
Democrat of Montana, author of the bill, 
and had encouraged him to push the 
measure. 

Morris Llewellyn Cooke, chairman of 
the Missouri Valley Authority Associa- 
tion, predicted that Mr. Truman’s state- 
ment would rally “all friends of conser- 
vation who hold that the successful ex- 
ample of TVA can be adapted to the 
tragic erosion of material and human re- 
sources in the other river valleys of the 
nation.” 

Mr. Cooke, a consulting engineer, ex- 
pressed hope that the President’s en- 
dorsement would receive “broad non- 
partisan support” in Congress. He added 
that passage of the Murray Bill would 
not be easy because of the “coalition of 
special interests aligned against it.” 

President of the Mississippi Valley 
Association asserted, however, that the 
association had opposed the Murray Bill 
last year and still did. He said that his 


organization believed the work could best 
be done by existing government agencies, 
such as the Army Engineers and the 
Bureau of Reclamation. 


Seaway Project Opposed 


OVERNOR Alfred E. Driscoll of New 

Jersey is urging the defeat of the 
proposal to construct the St. Lawrence 
seaway on the ground that its benefits are 
“largely illusory” and do not justify a 
commitment to a large expenditure, it 
was learned recently. 

In a message sent before he started for 
the governor’s conference on July 10th, 
he presented his views to Senator H. 
Alexander Smith, a member of a sub- 
committee of the Senate Foreign Rela- 
tions Committee considering the pro- 
posal. 

“After conferring with members of 
my Cabinet, representatives of the Port 
of New York Authority, and others,” 
Mr. Driscoll said, “I have reached the 
conclusion that the objections to the St. 
Lawrence seaway proposal are of real 
and substantial merit and that the best 
interest of New Jersey and the eastern 
seaboard metropolitan area will be 
served by the defeat of the pending 
proposal.” 


Senate OK’s Refinancing 
Measure 


‘ee Senate early this month passed 
and sent to the House a bill by Sen- 
ators Hill, Democrat, Alabama, and 
Stewart, Democrat, Tennessee, authoriz- 
ing the towns of Athens and Sheffield in 
Alabama, and Bolivar, Tennessee, to re- 
finance their municipal power systems. 
The three towns now pay the Tennessee 
Valley Authority 34 per cent interest on 
loans advanced by the authority to finance 
their systems. The bill would allow them 
to refinance through REA at 2 per cent. 


aa 
Alabama 


To Vote on Gas Issue 
ITIZENS of Bessemer were scheduled 
to vote July 29th on whether the 
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Birmingham Gas Company shall have a 
30-year franchise to supply gas to the 
city of Bessemer. 
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The city commission adopted a resolu- 
tion at its regular meeting on July 8th 
calling the election. The vote by the 
commissioners was unanimous. 

Representatives of the gas company 
strongly protested the election. The city 
commission a few weeks ago granted the 
franchise to the gas company by a vote 


of two commissioners for and one 
against the action. 

Dr. S. W. White, chairman of the 
Bessemer utility board, objected to the 
action of the commission and procured 
1,300 names to a petition calling for an 
election to let the people decide the issue 
themselves. 


California 


To Retain Tideland Oil Titles 


yAN arrangement temporarily settling 
the dispute over the title to Califor- 
nia’s tide-washed oil lands was reported 
in Sacramento on July 14th. 

James S. Dean, state finance director, 
said papers signed in Washington, D. C., 
between Fred N. Howser, state attorney 
general, and Federal Justice Department 
officials provide that such inland waters 
as San Francisco, San Diego, and Los 
Angeles harbors are exempt from the re- 
cent United States Supreme Court deci- 
sion turning the tidelands over to the 
Federal government, thus remaining un- 
der the control of the state. 

Royalties by companies operating in 
the off-coast fields will continue to be paid 


to the state, but the money will be held 
in reserve pending a final determination 
of the ownership. 

Mr. Dean, who attended the Wash- 
ington conference, said the arrangement 
was made after almost two weeks of con- 
ferences with Secretary of the Interior 
J. A. Krug and Attorney General Tom 
Clark. 

“The net result is that business will 
continue as usual until Congress arranges 
for Federal administration of the tide- 
lands,” Mr, Dean said. 

“An act must be passed giving juris- 
diction to the Interior Department or 
some other agency, unless, of course, 
Congress gives title back to the states on 
a quit-claim basis.” 


Illinois 


Fare Rise Decreed 


ip Chicago Transit Authority re- 
cently adopted an ordinance setting 
the basic fare on the surface lines at 10 
cents, instead of the present 9 cents. The 
increase would go into effect on Septem- 
ber Ist, provided the authority has by 
then acquired the surface and elevated 
systems and stands ready to operate them. 

The basic fare on the Chicago elevated 


lines, the authority held, would continue 
to be 12 cents, but with the extra charge 
of 1 cent for an intercompany transfer 
eliminated. 

The Chicago surface lines were among 
transit companies in 59 cities that in- 
creased their fares since the end of the 
war because of rising costs of service, 
according to a report issued July 10th by 
Guy C. Hecker, executive manager of the 
American Transit Association. 


Indiana 


Power Contract Signed 
i town board of Edinburg has 
signed a 5-year contract with the 
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Public Service Company of Indiana, Inc., 
for purchase of the town’s entire supply 
of electric power. 
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Industrial plants and increased de- 
mands from residents have taxed the 
municipal light and water plant beyond 
its capacity. 


Although the contract is dated Novem- 
ber Ist, the utility has agreed to furnish 
elecricity as soon as equipment can be 
installed. 


Massachusetts 


El Transfer Set 


HORTLY after private stockholders 

lost their court fight to prevent the 
action, the new Metropolitan Transit 
Authority on July 8th notified the Bos- 
ton Elevated Railway it intended to take 
over the road August 29th for $20,298,- 
000, in accordance with the public own- 
ership act passed recently by the state 
legislature. 

Carroll L. Meins, chairman of the 
authority, announced the railway had 
been notified formally that public own- 
ership would be accomplished August 
29th through purchase of the whole as- 
sets, property, and franchises of the 


railway company as a going concern. 

Under the public control act of 1931, 
the railway company is to be paid an 
amount of cash equal to $85 a share for 
all outstanding common stock. At the 
same time, the authority also requested 
the Boston Metropolitan District to pur- 
chase the bonds of the authority to raise 
the $20,298,000 necessary to pay for the 
stock. 

Earlier, Judge Charles C. Cabot of the 
superior court denied a motion of the 
Boston Elevated directors for a tem- 
porary injunction to restrain the Metro- 
politan Transit Authority from taking 
over the system. 


* 
Michigan 
H. Schouten, of Grand Rapids, appoint- 
ed in 1945. 


Woolfenden, forty-one, is former ex- 
ecutive secretary of the Michigan bar. 


Commission Post Filled 


f etccr irgaser of the state public 
service commission was completed 
recently with the appointment of Henry 
L. Woolfenden, Jr., Detroit attorney, as 
third member. 

The new commission will be headed by 
Stuart B. White, of Niles, whose salary 
will be $8,500 yearly. Woolfenden and 
Schuyler L. Marshall, of St. Johns, will 
receive $7,500. 

White was appointed for a 6-year 
term, Marshall for four years, and Wool- 
fenden for two as the first commission- 
ers under the reorganization act passed 
by the state legislature on Governor Kim 
Sigler’s request. The number of com- 
missioners was reduced from five to 
three, and their salaries increased from 
$6,000. 

Governor Sigler retained only Mar- 
shall of the former commissioners. 
Dropped were Gilbert T. Shilson, of East 
Lansing, a member since 1939, and John 
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Plant Fund Loaned 


HE Detroit city council has agreed 

to advance $1,800,000 so the public 
lighting commission can complete its con- 
tracting for a new 40,000-kilowatt power 
generating station. The $1,800,000 will 
be raised by taxation during the fiscal 
year that begins next July, the council 
decreed. 

Louis J. Schrenk, general superin- 
tendent of the city-owned lighting plant, 
said that construction of the new station 
—an addition to the 20-year-old Mis- 
tersky power plant—will get under way 
next month. 

With the advanced funds, the lighting 
commission will have a total of $5,195,- 
000 in appropriations for the new plant. 
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Nebraska 


Court Hears Power District Case 


A public power project re- 
cently asked the U. S. Supreme 
Court to exempt it from payments de- 
manded by the Federal Power Commis- 
sion on grounds that the project’s opera- 
tions are nonprofit. 

The appeal was made by the Central 
Nebraska Public Power and Irrigation 
District, Hastings. The district objected 
to paying $11,266.25 assessed by the 
FPC for 1941 and 1942. 

Described as a “political subdivision” 
of Nebraska by its attorney, Wendell 
Berge of Washington, the district op- 
erates an irrigation and power devel- 
opment on the Platte river and its 
tributaries. 

The district cleared $106,320 in 1942 
and $263,905 in 1943 after operating 
costs and certain long-term business 
expenses. The sums were set aside for 
reducing bond indebtedness some time in 
the future. A Nebraska law requires 
such projects to return extra revenues to 


customers through lower rates or in- 
creased services. The district said the 
proposed use of funds was one way to 
reduce rates. 


REA Buying More Power 
From Hydros 


gra electrification districts pur- 
chased 1,151,980 more kilowatt 
hours of power from Nebraska’s hydro 
systems during May, 1947, than during 
the same month last year. 

REA purchases for the year to date are 
7,079,209 kilowatt hours more than for 
the same period last year and revenues 
from that source have increased $50,- 
794.38, an auditor’s report to the Tri- 
County board of directors showed. 

Power sold to municipalities has in- 
creased about 26 per cent, consumers’ 
sales have increased 16.3 per cent. Sales 
to the Omaha Public Power District have 
decreased 5.2 per cent, but revenues from 
that source increased 11.1 per cent. 


> 
New Jersey 


Peace Pact Hdiled 


OVERNOR Driscoll recently stated 

that so far as he knew the agree- 
ment reached by Public Service Coordi- 
nated Transport and the Amalgamated 
Street Railway and Motor Coach Em- 
ployees of America to abide by the terms 
of the 1947 law banning strikes in public 
utilities is the first of its kind. 

Under the terms of their agreement 
both Public Service and its transporta- 
tion employees will leave it to the state 
to settle the claims of the workers for im- 
proved working conditions without re- 
course to a lockout or strike. 

Driscoll received word of the agree- 
ment in the form of a stipulation signed 
by representatives of the company and 
the union. He said he felt it was a signifi- 
cant milestone toward settlement of work 
stoppages by state arbitration. Driscoll 
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said he understood negotiations between 
the company and the union had been un- 
der way for some time, but that neither 
side had been able to agree to the pro- 
posals of the other. 

The governor subsequently appointed 
three public members to a state arbitra- 
tion board which will consider contract 
disputes between Public Service Codrdi- 
nated and the union representing its 
transportation workers. He selected 
George W. Taylor, professor of eco- 
nomics at the University of Pennsylvania 
and former chairman of the National 
War Labor Board, as the arbitration 
board chairman. 

The other two named are Arthur W. 
Meyer, chairman of the New York State 
Board of Mediation, and Max Gideonse, 
professor of economics at Rutgers Uni- 
versity. 
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Pennsylvania 


Governor Signs Labor Bill 


yy James H. Duff recently 
signed into law a bill outlawing 
work stoppage or lockouts in labor dis- 
putes involving public utilities furnish- 
ing electric, gas, water, and steam heat 
services. 

At the same time the governor signed 
bills banning strikes by public employees ; 
eliminating unemployment compensation 
payments to strikers ; and making picket- 
ing of a struck plant by nonemployees an 
unfair labor practice. 

Sponsored by Senator A. Evans Kep- 
hart, Philadelphia Republican, the public 
utility strike ban measure declares it to 
be public policy of the state to facilitate 
the “prompt, peaceful, and just settle- 
ment” of labor disputes involving a pos- 
sible interruption of gas, electric, water 
and steam heat services. 


The act sets up machinery for com- 
pulsory arbitration and mediation, with 
rights of appeal to the courts. The gov- 
ernor is empowered to appoint the 
mediators and a panel of arbitration. 


Officials Admit Switch 


P officials admitted recently that 

the state, which less than a year ago 
vigorously opposed transmission of gas 
to the eastern seaboard through the 
“Inch” lines, now is actively seeking its 
importation to Pittsburgh and Philadel- 
phia. 

Attorney General T. McKeen Chidsey 
said the state submitted information at 
Federal Power Commission hearings ‘n 
Washington “favorable to the applica- 
tion” of the Texas Eastern Transmission 
Corporation. 


Virginia 


“Strike Notice’ Sent Governor 


TELEGRAPHED “strike notice” was 
A received by Governor Tuck’s office 
on July 11th from a representative of 
union employees of the Portsmouth Gas 
Company, Portsmouth, but it was with- 
drawn after the governor’s representa- 
tives held it failed to comply with Vir- 
ginia’s Public Utility Labor Relations 
Act. The telegram signed by R. J. Man- 
guno, international representative of the 


AFL Chemical Workers Union, said 
notice was being served “because of fail- 
ure of company to negotiate new agree- 
ment and for refusing to meet duly elect- 
ed negotiating committee.” 

Having received none of the pre- 
liminary notices required by Virginia 
law, the governor’s office informed Mr. 
Manguno that the strike notice was out 
of order, The union was expected to com- 
ply with the law. 


Washington 


Wins Franchise Renewal 


Laconia WatTeER Power Com- 
PANY on July 9th won a renewal of 
its franchise to supply electric and water 
service to the city of Spokane. The vote 
in the municipal election extended the 
company’s franchise for fifteen years. 
The vote was considered especially 
significant in view of the widespread 
gains made by public power projects in 


the state of Washington, it was said. 

A proposal that the city of Spokane 
either construct an electric distribution 
system or purchase that of the company 
was defeated in 1941. While a public 
utility district has been organized cover- 
ing six precincts in Spokane county, 
proposals to establish similar districts in 
the county were rejected by the voters in 
1940 and 1944, 
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HE Supreme Court has upheld a 

Securities and Exchange Commis- 
sion decision denying participation by 
holding company officers and directors 
on a parity with other stockholders in 
a reorganization plan. The plan provided 
for a merger of Federal Water Service 
Corporation with Federal Water & Gas 
Corporation, a wholly owned subsidiary 
which would be the surviving corpora- 
tion. 

The president and other members of 
the management of the holding company 
acquired the company’s preferred stock 
during the reorganization proceedings. 
The commission believed they intended 
to exchange the stock for new common 
stock of the surviving corporation. It 
took the stand that officers and directors 
of a holding company going through reor- 
ganization are fiduciaries and under a 
duty not to trade in the securities of that 
company during the reorganization pe- 
riod. 

This case had gone up to the Supreme 
Court on appeal previously (318 US 80, 
47 PUR(NS) 15). The court had re- 
manded the case to the commission on the 
ground that the case had been decided on 
an erroneous legal theory. Then the com- 
mission, after reéxamination of the prob- 
lem in the light of the purposes and 
standards of the Holding Company Act, 
concluded that the plan was inconsistent 
with the standards of §§ 7 and 11 of the 
act. 

It was argued that the commission was 
foreclosed from taking such a step fol- 
lowing the earlier court decision, that all 
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Company Management Prohibited from Profiting 
From Reorganization Purchases 


it could do would be to enter an order al- 
lowing an amendment to the plan. Under 
this view, the court said, the commission 
would be free only to promulgate a gen- 
eral rule outlawing such management 
dealings in future utility reorganizations, 
but such a rule would have to be prospec- 
tive in nature. 

The court rejected this contention. It 
refused to say that the commission, which 
had not previously been confronted with 
the problem of management trading dur- 
ing reorganization, was forbidden from 
utilizing this particular proceeding for 
announcing and applying a new standard 
of conduct. Furthermore, the court ruled, 
that such action might have a retroactive 
effect was not necessarily fatal to its 
validity. 

In considering the final commission de- 
cision the court said: 


The purchase by a holding company man- 
agement of that company’s securities during 
the course of a reorganization may well be 
thought to be so fraught with danger as to 
warrant a denial of the benefits and profits 
accruing to the management, The possibility 
that such a stock purchase program will re- 
sult in detriment to the public investors is 
not a fanciful one. The influence that pro- 
gram may have upon the important decisions 
to be made by the management during reor- 
ganization is not inconsequential. Since the 
officers and directors occupy fiduciary posi- 
tions during this period, their actions are to 
be held to a higher standard than that im- 
posed upon the general investing public. 
There is thus a reasonable basis for a value 
judgment that the benefits and profits accru- 
ing to the management from the stock pur- 
chases should be prohibited, regardless of the 
good faith involved. And it is a judgment 
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that can justifiably be reached in terms of 
fairness and equitableness, to the end that 
the interests of the public, the investors, and 
the consumers might be protected. But it is 
a judgment based upon public policy, a judg- 
ment which Congress has indicated is of the 
type for the commission to make. 

The commission’s conclusion here rests 
squarely in that -area where administrative 
judgments are entitled to the greatest amount 
of weight by appellate courts. It is the prod- 
uct of administrative experience, apprecia- 
tion of the complexities of the problem, real- 
ization of the statutory policies, and respon- 


HE circuit court of appeals has af- 

firmed a Federal District Court’s ap- 
proval of a plan providing for simplifi- 
cation of the New England Power Asso- 
ciation holding company system. Certain 
stockholders had challenged the correct- 
ness of findings that the plan was fair 
and equitable to persons affected. 

The plan provided for dissolution of 
subholding companies and substitution of 
a single holding company for the top 
holding company and the subholding 
companies. Stockholders were to receive 
some cash or stock in the reorganized 
corporation in exchange for their secu- 
rities in the old companies. 

It was noted that eighteen classes of 
securities, with widely varying charac- 
teristics, had to be reduced to a common 
denominator in order to work out an 
equitable basis of exchange. Thus, the 
court said, the plan was not objectionable 
merely because the holders of preferred 
stock received common shares of the re- 
organized company in exchange. 

One stockholder urged that the receipt 
of cash was disadvantageous to him with 
reference to the Federal income tax. Par- 
celing the allocations in a reorganization 
of this sort is complicated enough at best, 
the court observed, without taking into 
account individual tax consequences 
which, of course, would vary greatly 
among 50,000 shareholders. The Hold- 
ing Company Act does not put this im- 
= burden upon the Securities and 

xchange Commission in passing upon 


sible treatment of the uncontested facts. It 
is the type of judgment which administra- 
tive agencies are best equipped to make and 
which justifies the use of the administrative 

rocess. See Republic Aviation Corp. v. La- 

r Board, 324 US 793, 800. Whether we 
agree or disagree with the result reached, 
it is an allowable judgment which we can- 
not disturb. 


Securities and Exchange Commission v, 
Chenery Corp. et al., reversing 154 F2d 6, 
62 PUR(NS) 299. 


2 
Holding Company Simplification Plan Upheld 


the fairness of the particular allocation. 
The same stockholder further argued 
against paying some cash to each share 
of one of the subholding company’s pre- 
ferred stocks, whereas under the whole 
plan no cash was to be paid to the top 
holding company’s preferred shares. 
This, he said, would be to give the top 
holding company’s shareholders a rela- 
tively greater voting strength in the re- 
organized company. The court agreed 
that this was true but, nevertheless, held 
that this was not objectionable. It said: 
The commission must see to it that voting 
power is equitably distributed in the situa- 
tion as it will exist after the reorganization. 
That has been done here. As the commission 
found, under the plan “the voting power will 
attach to a security which will represent the 
real interest in the enterprise, namely, the 
common stock of NEES,” carrying equal 
voting rights, share for share. To the ex- 
tent that the interests of the shareholders 
of MP&L $2 preferred are to be satisfied 
in cash, under a formula which we cannot 
hold to be inappropriate or inequitable, it 
would be manifestly unfair to allot to such 
shareholders naked voting rights which 
would give them a voting power dispropor- 
tionate to their continuing interest in the 
reorganized company. 


The commission finding that in all like- 
lihood one of the subholding companies 
would be liquidated, apart from § 11 of 
the Holding Company Act, was alleged to 
have ignored a formidable legal obstacle. 
The court said that, while it might be true 
that in certain circumstances a court of 
equity would restrain majority share- 
holders from exercising a power of dis- 
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solution where the purpose was to freeze 
out a minority interest and to continue 
the business in another guise, it knew of 
no principle of equity which would pre- 
vent majority stockholders from exer- 
cising their contractual powers of disso- 
lution in such circumstances, thus requir- 
ing them to keep such a company in ex- 
istence merely because it might be advan- 
tageous to the minority to do so. 

While a requirement that dollar values 
be placed on what each security holder 
surrenders and on what he receives would 


create an illusion of certainty where none 
exists and would place an impractical 
burden on the whole reorganization proc- 
ess, the court said that where, as in this 
case, a definite upper limit might be at- 
tributed to the value of the claim to be 
surrendered, this was an important con- 
sideration in assessing the fairness of the 
proposed exchange. All in all, it found 
that the evidence supported findings as 
to the fairness of the plan. Lahti v. New 
England Power Association et al. 160 
F2d 845. 


e 


No Damages for Telegram Delay 


. action by the sender of several tele- 
grams for damages resulting from 
the telegraph company’s failure to trans- 
mit the communications promptiy, after 
having agreed to do so, was dismissed by 
the United States District Court and the 
circuit court of appeals. 

The court ruled that the statute impos- 


ing a penalty upon the company for fail- 
ure to transmit telegraphic communica- 
tions promptly related only to specified 
government communications, and did not 
authorize a recovery by a private in- 
dividual for delay in transmission. Mur- 
rell v. Western Union Telegraph Co. 160 
F2d 787. 


& 
State Regulation Not Precluded by Federal Statute 


N affirming a lower court ruling dis- 

missing a suit to enjoin a proceeding 
before the Illinois Commerce Commis- 
sion to compel revision of certain rules 
of the Chicago Board of Trade, the 
United States Supreme Court examined 
the Commodity Exchange Act to de- 
termine whether it precluded state regu- 
lation of grain exchanges. The court de- 
cided that state regulation which was not 


at variance with the act was left undis- 
turbed by its passage. 

The court considered the litigation pre- 
mature for the reason that, until it had 
been determined what provisions of the 
board of trade the commission would 
approve, it could not be known whether 
or not there was any actual conflict with 
the Federal law. Rice et al. v. Board of 
Trade of Chicago (Nos. 471, 473). 


e 


Recapitalization of Cities Service Company Approved 


A= filed by Cities Service Com- 
pany under § 11(e) of the Holding 
Company Act has been approved by the 
Securities and Exchange Commission. 
The plan provides for elimination of pre- 
ferred and preference stock and arrears 
by exchange for new debentures and for 
debt reduction. 
The existing capital structure of the 
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company was unduly complex. The pro- 
posed plan would eventually contain only 
one class of debt. There would be no 
stock other than common stock in the 
new structure of the company. Reduction 
in amounts as well as classes of outstand- 
ing debt and the complete elimination of 
the preferred and preference stock with 
their dividend arrearages constituted a 
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very substantial measure of simplification 
of the company’s capital structure, the 
commission found. 

At the same time it was observed that 
the flow of income to the preferred and 
preference stockholders through the pay- 
ment of interest on the new debentures 
would be resumed immediately and earn- 
ings would, for the first time in many 
years, become available for distribution 
to common stockholders, The proposed 
new securities structure was found to be 
reasonably related to the underlying as- 
sets and earning power. So the plan was 
held necessary. 

In determining the fairness of the plan 
to preferred stockholders the commission 
reiterated the decision that, in measuring 
claims which preferred stockholders sur- 
render in a § 11(e) plan, their rights in 
liquidation are not considered to have 
matured by operation of § 11, and con- 
sideration must be given to all of the 
rights and limitations attaching to the 
preferred stock, with primary emphasis 
upon immediately operative rights, such 
as rights in respect of earnings and divi- 
dends, as against inchoate rights such 
as rights in liquidation. 

It is also well established, the commis- 
sion said, that fairness requires that af- 
fected security holders receive, under the 
plan, the equitable equivalent of what 
they surrender. There is no requirement 
that dollar values be placed on what is 
surrendered and received, since this 


would create “an illusion of certainty 
where none exists.” 

In holding the plan fair and equitable 
to the preferred and preference stock- 
holders, the commission made the follow- 
ing statement: 


Cities’ financial structure as heretofore 
discussed makes it extremely unlikely that 
Cities could presently undertake to redeem 
or refinance its preferred stocks. However, 
it is to be noted that under the exchange 
provisions of the plan the preferred and 
preference stockholders will have preserved 
to them the precise call prices attaching to 
their present holdings since upon any call of 
the new debentures, which are callable at 
their principal amount, the holders will re- 
ceive the same amount of cash as they would 
have received in connection with any call of 
the preferred and preference shares. In the 
light of the foregoing, we are satisfied that 
when due consideration is given to the sub- 
stantial improvement in the status of Cities’ 
present preferred and preference stockhold- 
ers through the mutation of their claims to 
a creditor position, the exchanges proposed 
by the plan provide the equitable equivalent 
of the rights surrendered. 


The common stock also was held to be 
benefited by the plan. The corporate 
structure would be implified, senior 
claims would be reduced to income, pre- 
ferred stock arrearages would be elimi- 
nated so that future income would be 
available for the common stock, and the 
quality of the net income applicable to 
the stock would be improved. Re Cities 
Service Co. (File No. 54-153, Release 
No. 7368). 


e 


Helicopter Mail and Express Service Authorized 


HE Civil Aeronautics Board ap- 

proved the application of one of two 
rival air carriers seeking authority to pro- 
vide mail and express service with heli- 
copter aircraft in the Los Angeles metro- 
politan area. 

The board found that the evidence of- 
fered by both the carriers and the Post 
Office Department established public 
convenience. It was shown that with the 
new service much of the present surface 
delay in the air mail journey would be 
eliminated, with a consequent extension 


of the geographical] range within which 
next-day deliveries of outbound mail 
could be expected. 

The board did not consider the present 
high cost of helicopter operations a major 
factor and said: 

We do not believe that its present high 
cost of operation alone should deter the 
experiment since a more economical helicop- 
ter may be anticipated just as more econom- 


ical conventional aircraft have been devel- 
oped. 


The board, after finding that both car- 
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riers were equally qualified and after con- 
sidering the services in which each was 
already engaged, based its award of a 
temporary certificate to Los Angeles Air- 
ways on this reasoning: 


Los Angeles Airways has no plans other 
than specializing in the strictly local heli- 
copter operation encompassed by this pro- 
ceeding and, with a principal and independent 
interest in the development of such a service 
in the Los Angeles area, it could with un- 
divided attention devote all. of its energies 
entirely to that end. As indicated by the 


Post Office Department’s brief, operation of 
the helicopter service by Los Angeles Air- 
ways would afford the government a yard- 
stick by which the economic feasibility of 
the service could be measured without segre- 
gation of its cost for the carriage of mail 
from another operation through complicated 
accounting procedures, as would be the case 
if conducted by Southwest. In view of the 
foregoing considerations, we conclude that 
the comparative public interest requires the 
selection of Los Angeles Airways. 


Re Los Angeles. Helicopter Case (Dock- 
et Nos. 896 and 1821). 


e 


Effect of Federal Regulation of Warehousemen 


Sia United States Supreme Court, 
in considering a suit to enjoin a 
proceeding before the Illinois commis- 
sion against certain warehousemen, ex- 
amined the United States Warehouse Act 
to determine whether it entirely removed 
licensees under the act from state juris- 
diction. 

The court ruled that as to many phases 
of warehouse operation, such as rate dis- 


crimination, service questions, etc., Fed- 
eral regulation was exclusive and com- 
pletely usurped the field formerly oc- 
cupied by the state. As to certain con- 
tract matters and security issues, how- 
ever, the court decided that commission 
regulation would not conflict with the 
Federal legislation and would be applied 
to licensees under the act. Rice et al. v. 
Santa Fe Elevator Corp. et al. 


e 


Certificate Revoked for Misconduct 


ob Pennsylvania commission, upon 
receiving a number of complaints 
from shippers that an authorized car- 
rier had been refusing to remit COD 
charges, initiated an investigation into 
the carrier’s practices, and subsequently 
revoked its certificate. The commission 
pointed out that the revocation of a motor 
carrier’s certificate is within its power 
in cases of nonuser or misuser of author- 


ity. 


The commission spoke as follows: 


Under the circumstances and after full 
consideration of the matters involved, we 
are of the opinion that the failure to pay 
over moneys belonging to persons using the 
service of respondent as aforesaid consti- 
tutes such serious misuser of respondent’s 
operating authority as to warrant revoca- 
tion thereof in the public interest. 


Pennsylvania Pub. Utility Commission 
v. Magyan (Complaint Docket No. 
14177). 


z 


Lease of Motor Carrier Certificate Authorized 


N granting a motor carrier authority 
to lease a portion of its certificate, the 
Colorado commission overruled a com- 
petitor’s objection that public conven- 
ience had not been shown and observed: 
The issue is, whether transfer to applicant 
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of vendor’s statutory operating rights is con- 
sistent with the public interest, and not 
whether it is required by public convenience 
and necessity. The creation of operating 
rights is not here proposed, but only the 
transfer of existing rights to new owner- 
ship, 
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To a claim that the carrier had not ex- 
ercised the right being transferred for a 
number of years, the commission coun- 
tered: 


The law and the terms of his certificate 
did not require him to exercise all his au- 


thority at all times. Especially is this true 
where business is not offered. No evidence 
was offered that he ever had refused service 
to anyone. 


Light v. Lenocker (Case No. 4945, Ap- 
plication No. 7414, Decision No. 28109). 


Interstate Operator Refused Intrastate Certificate 


ch Colorado commission dismissed 
an interstate motor carrier applica- 
tion for intrastate authority to operate 
over its interstate routes on the ground 
that the proposed operation would preju- 
dice the rights of intrastate carriers ade- 
quately serving the area. 

The commission quoted an Ohio Su- 
preme Court decision to the effect that 
no preference should be given a motor 
carrier in such a situation solely because 
of its ownership of an interstate certifi- 
cate and concluded: 


It seems proper to reaffirm that finding, 
for to allow any purely interstate carrier 
operating over a particular route or through 
a territory where the interstate traffic is not 
too heavy, and to thereby obtain intrastate 
rights upon this contention, is fallacious rea- 
soning. The policy, if adopted and constantly 
followed, would indirectly allow the Inter- 
state Commerce Commission to determine 
who would be entitled to intrastate rights— 
a function which should be exercised by this 
commission. 


Re Comet Motor Express Co., Inc. (Ap- 
plication No. 7791-Extension, Decision 
No. 28094). 


e 


Other Important Rulings 


HE Indiana commission held that 

depreciation expense should be 
based only on the cost of the property to 
the utility acquiring it and that deprecia- 
tion on the balance, which was entered 
on the company’s books and realized by 
the company at the time of acquisition, 
should not be considered in the operating 
expenses of the company now or in the 
future as a charge against present or fu- 
ture ratepayers. Re Indianapolis Rail- 
ways, Inc. (No. 17782). 


The Wisconsin commission held that 
the owners of trucks leased by a partner- 
ship, but driven by the owners, for use 
in the partnership business of quarrying 
lime and delivering the finished product 
to farmers, are not contract motor car- 
riers. Re Frank Dann et al. (DR-10). 


The jurisdiction of the Interstate 
Commerce Commission over a water car- 


rier was tested before the United States 
District Court for the Southern District 
of New York in an action by a steamship 
employee to recover overtime compensa- 
tion. The court agreed that ordinarily a 
carrier that operates wholly on the water 
is not subject to regulation by the com- 
mission, but pointed out that water car- 
riers which have through bill of lading 
arrangements with railroads are subject 
to regulation by the commission under 
the Interstate Commerce Act. Nelson et 
al. v. Agwilines, Inc. 70 F Supp 497. 


In reversing a lower court’s denial of 
a restraining order against operations of 
a motor carrier, the North Carolina Su- 
preme Court ruled that an oral permit 
given by the chairman of the commission 
to an officer of the carrier during a tele- 
phone conversation was without force or 
effect. City Coach Co., Inc. v. Gastonia 
Transit Co. 42 SE2d 398. 


Nore.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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Rates—fixed-charge type, 16; gas rates for 
space heating, 16; unit for gas rate making, 
16. 


Return—classes of service, 16; electric com- 
pany, 10; gas utility, 16. 


Service—gas for space heating, 31; limita- 
tion on gas load of industrial customers, 31; 
replacement distinguished from abandon- 
ment, 8; restrictions by gas utility, 31; what 
constitutes abandonment, 8. 


Statutes—construction of Natural Gas Act, 1. 


Valuation—exclusion of development cost from 
rate base, 16, 
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UNITED STATES SUPREME COURT 


Interstate Natural Gas Company, 
Incorporated 


Vv 


Federal Power Commission et al. 


No. 733 
— US —, 91 L ed —, 67 S Ct 1482 
June 16, 1947 


ERTIORARI from United States Circuit Court of Appeals for 
ee Fifth Circuit to review order denying petition for review of 
rate order of Federal Power Commission under the Natural Gas 
Act; affirmed. For lower court decision, see (1946) 65 PUR 
NS 1, 156 F2d 949, which upheld Commission decision in 

(1943) 3 FPC 416, 48 PUR NS 267. 


Interstate commerce, § 23 — What constitutes — Gas sales for transmission from 
state. 

1. Sales of gas by a natural gas company to companies which transport 
it to markets in other states are sales in interstate commerce, within the 
meaning of § 2(7) of the Natural Gas Act, 15 USCA § 717a(7), where 
gas is produced by the selling company, commingled with other gas pur- 
chased within the state, sent through compressor stations of the purchasing 
companies without interruption, and sent to the ultimate destination in other 
states as an established course of business well known to the seller, p. 4. 


Interstate commerce, § 23 — Movement of natural gas — Change in pressure. 


2. The interstate movement of natural gas sold to companies which trans- 
port it to other states should not be regarded as beginning when the gas, 
previously moving through the selling company’s system at well pressure, 
is subjected to increased pressure in compressor stations of the purchasing 
companies in order that the gas may be moved to distant markets, where long 
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before the gas reaches the compressor pumps it has been committed to its 
interstate journey, which follows without interruption or deviation, p. 5. 


Statutes, § 11 — Construction — Objectives sought — Natural Gas Act. 
3. A contention that transactions in natural gas fall within the clause of 
§ 1(b) of the Natural Gas Act, 15 USCA § 717(b), specifically excepting 
from Commission jurisdiction regulation of the production or gathering of 
natural gas, must be evaluated in the light of the objectives sought to be 
accomplished by Congress in passing the Natural Gas Act, p. 6. 


Gas, § 2.1 — Purpose of Natural Gas Act — Federal and state powers. 
4. Congress, in denying the Federal Power Commission jurisdiction to regu- 
late the production or gathering of natural gas, did not intend to free pro- 
ducing companies from effective public control, but the purpose of that 
restriction was, rather, to preserve in the states powers of regulation in areas 
in which the states are constitutionally competent to act, p. 6. 


Statutes, § 19 — Strict construction — Grant of jurisdiction — Exceptions. 
5. Exceptions to the primary grant of jurisdiction to the Federal Power 
Commission by the Natural Gas Act are to be strictly construed, p. 6. 


Gas, § 2.1 — Jurisdiction of Federal Power Commission — Natural gas — Exemp- 
tion of production and gathering. 

6. The Federal Power Commission has jurisdiction over sales of natural gas 

by a company which produces and gathers gas and commingles it with pur- 

chased gas for sale to pipe-line companies which send it through compressor 

stations and transport it to markets in other states for resale for ultimate 

public consumption, notwithstanding the exemption of “production or gath- 


ering of natural gas” contained in § 1(b) of the Natural Gas Act, 15 USCA 
§ 717(b), p. 6. 


a 


APPEARANCES: William A. Dough- al, filed brief on behalf of state of Okla- 
erty (Alden T. Shotwell, Henry P. homa as amici curiae; Russell B, 
Dart, Jr., Henry Grady Price, and Brown, L. Dan Jones, Harold L. 
James Lawrence White with him on Kennedy, Donald C. McCreery, Lee, 
the brief) for petitioner; James D. Shaw & McCreery, Wesley E. Disney 
Smullen, Assistant Attorney General and Charles I. Francis filed brief on 
of Texas (Price Daniel, Attorney Gen- behalf of Independent Natural Gas 
eral, with him on the brief) for state of Association of America et al., as amici 
Texas et al., as amici curiae, by special Curiae. 
leave of court; Charles E. McGee, As- Vinson, C. J., delivered the opinion 
sistant General Counsel, Federal Pow- of the court: ‘This case originated in 


er Comm. (George T. Washington, proceedings before the Federal Power 


Acting Solicitor General, Bradfore Commission initiated pursuant to § 5 
Ross, General Counsel, Federal Power (a) of the Natural Gas Act of 19382 


Comm., and Louis W. McKernan with 4 fter overruling objections to its ju- 
him on the brief) for respondent, F ed- risdiction, the Commission entered an 
eral Power Comm. ; Mac Q. William- order requiring the petitioner to effect 


son, Attorney General, and Houston Tap Sur G1 1s USCA 84 70 % 
W. Reeves, Assistant Attorney Gener- stat 93. — oe Oey ee 
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substantial rate reductions in certain 
of its sales of natural gas and to file 
new schedules of rates and charges.* 
Petitioner, in seeking review of the 
order in the cirucit court of appeals, 
denied the jurisdiction of the Commis- 
sion to set rates for the sales in issue 
in this case and asserted that the rates 
so established were confiscatory. That 
court, one judge dissenting, denied the 
petition for review.* We granted cer- 
tiorari limited to the question of the 
Commission’s jurisdiction. 

Petitioner owns and operates 110 
natural gas wells and owns or controls 
over 56,000 acres in the Monroe field 
of northern Louisiana. Petitioner’s 
main pipe line transports gas south- 
ward from the Monroe field through a 
part of Mississippi and back into 
Louisiana where at Baton Rouge sales 
are made to various distributing com- 
panies and industrial consumers. Pe- 
titioner concedes that with respect to 
these operations it is a natural gas 
company within the meaning of § 2 
(6)* of the act and that the Commis- 
sion has jurisdiction to regulate the 
rates of sales connected therewith. 

The issue of this case involves the 
jurisdiction of the Federal Power 
Commission to regulate sales made in 
the field by petitioner to three pipe-line 
companies each of which transports 


the gas so purchased to markets in 
states other than Louisiana.’ Gas 
produced from petitioner’s wells flows 
into petitioner’s system of field pipe 
lines, moving first into branch lines, 
then into trunk lines, and finally into 
the main trunk lines from which de- 
livery is made to the three purchasing 
companies. During the course of this 
movement petitioner purchases gas 
from other producers in the field which 
gas is introduced into petitioner’s sys- 
tem at designated points and is there 
commingled with the gas moving from 
petitioner’s own wells. By far the 
larger part of the gas so purchased by 
petitioner has been gathered from 
various wells of the selling companies 
before delivery to petitioner is made.® 
The gas moves through petitioner’s 
system at well pressure. Shortly after 
the sales in question are completed, 
the gas is directed through the com- 
pressor stations of the purchasing com- 
panies and is there subjected to in- 
creased pressure in order that it may 
be moved to markets as far distant as 
Illinois. The entire movement of the 
gas from the wells to the purchasing 
companies through the compressor 
pumps and across the state lines is a 
continuous process without interrup- 
tion for storage, processing, or for any 
other purpose.” All the gas sold in 





23 FPC 416, 48 PUR NS 267. 

3 (1946) 65 PUR NS 1, 156 F2d 949. 

Section 2(6), 15 USCA § 717a(6), pro- 
vides: “‘Natural-gas company’ means a per- 
son engaged in the transportation of natural 
gas in interstate commerce, or the sale in in- 
terstate commerce of such gas for resale.” 

5 The three companies include the Mississippi 
River Fuel Corporation, Southern Natural Gas 
Company, and the United Gas Pipe Line Com- 
pany to which gas is sold for the account of 
the Memphis Natural Gas Company. 

® Petitioner produced and purchased a total 
of 51,659,799 thousand cubic feet of gas in the 
Monroe field during 1941. Of this total, peti- 
tioner produced from its own wells 28,819,814 


thousand cubic feet. Of the 22,839,985 thou- 
sand cubic feet purchased, 95 per cent was 
gathered by the producers before delivery to 
petitioner ; the remaining 5 per cent was pur- 
chased by petitioner directly at the well heads. 
Petitioner sold 21,863,278 thousand cubic feet 
to the three purchasing companies in the trans- 
actions 1n question. 

7 Gas in the Monroe field is “dry” gas and 
consequently is not subjected to any extrac- 
tion processing. Before moving into the com- 
pressor pumps the gas is run through a series 
of “scrubbers” which remove dirt and foreign 
particles. This is accomplished, however, 
without interruption in the movement. 
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these transactions is destined for ulti- 
mate public consumption in states 
other than Louisiana. 

It appears that petitioner supplies 
only a part of the gas purchased by 
the three pipe-line companies in the 
Monroe field. Counsel for petitioner 
conceded before the Commission that 
the prices charged the three pipe-line 
companies were, by agreement, identi- 
cal with those being charged by other 
producers in the field. The Commis- 
sion found that petitioner was an af- 
filiate of one of the three purchasing 
companies. It was the conclusion of 


the Commission that the rates charged 
by petitioner in these sales were “un- 
just, unreasonable, and unlawful” and 
ordered rate reductions amounting to 
$596,320 per year as applied to the 
volume of gas sold in the test year of 


1941. 

Petitioner has at no time contended 
that regulation of its sales to the three 
purchasing companies is beyond the 
constitutional powers of Congress. 
Petitioner has vigorously asserted, 
however, that Congress did not ex- 
ercise its full powers in the Natural 
Gas Act and that in § 1(b) of the act, 
15 USCA § 717(b), the jurisdiction 
of the Federal Power Commission is 
so limited as to preclude valid regula- 
tion of the sales by that agency. Sec- 
tion 1(b) provides: 

“The provisions of this act shall ap- 
ply to the transportation of natural gas 
in interstate commerce, to the sale in 


interstate commerce of natural gas 
for resale for ultimate public consump- 
tion for domesetic, commercial, indus- 
trial, or any other use, and to natural- 
gas companies engaged in such trans- 
portation or sale, but shall not apply to 
any other transportation or sale of 
natural gas or to the local distribution 
of natural gas or to the facilities used 
for such distribution or to the pro- 
duction or gathering of natural gas.” 

It is not denied that the transactions 
in question were sales of natural gas 
for resale for ultimate public consump- 
tion. 

[1] Petitioner has raised two is- 
sues: First, it is contended, the sales 
are not “in interstate commerce.” 
Second, the sales are a part of “pro- 
duction or gathering” and hence not 
within the Commission’s power of 
regulation. 

We have no doubt that the sales are 
in interstate commerce. Indeed, peti- 
tioner did not contest that position be- 
fore the Commission, but, so far as 
the record reveals, raised the issue for 
the first time in its petition for rehear- 
ing in the circuit court of appeals.® The 
Federal Power Commission found that 
the gas sold to the three pipe-line com- 
panies moves “. in a constant 
flow from the mouths of the wells from 
which it is produced through pipe lines 
belonging to Interstate to the compres- 
sor station of the respective purchaser, 
and thence through said compressor 
stations into the pipe line of said re- 





8 The transactions in question supply the 
Mississippi Fuel Corp. with 22 per cent of its 
requirements, 24 per cent of the requirements 
of the Memphis Natural Gas Co., and 16.61 per 
cent of the requirements of Southern Natural 
Gas Co. 

In its complaint filed in the district court 
for the eastern district of Louisiana invoking 
the equity powers of the court to restrain the 
Louisiana Public. Service Commission from 
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conducting an investigation into petitioner’s 
rates and charges, petitioner specifically assert- 
ed that the sales in question are in interstate 
commerce and thus beyond the jurisdiction of 
the state Commission. The district court 
granted the requested relief. Interstate Nat. 
Gas Co. v. Louisiana Pub. Service Commis- 
sion (1940) 33 PUR NS 193, 33 F Supp 50; 
(1940) 36 PUR NS 85, 34 F Supp 980. 
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spective purchaser and thus into and 
through states other than Louisiana 

all without interruption, and 
said gas is so destined from the mo- 
ment of its production.” (3 FPC at p. 
433, 48 PUR NS at p. 284). The 
Commission further found that “The 
gas transported and sold by Interstate 
to these three pipe-line companies con- 
tinues its flow in interstate commerce 
and, as an established course of busi- 
ness well known to Interstate, is des- 
tined for resale for ultimate public con- 
sumption in . . . markets outside 
Louisiana.” (3 FPC at p. 420, 48 
PUR NS at p. 272). 

Under the circumstances described 
by the Commission, it is clear that the 
sales in question were quite as much in 
interstate commerce as they would 
have been had the pipes of the peti- 
tioner crossed the state line before 


reaching the points of sale. Thus in 
Rhode Island Pub. Utilities Commis- 
sion v. Attleboro Steam & Electric Co. 
273 US 83, 71 L ed 549, PUR1927B 
348, 47 S Ct 294, a sale of electrical 
energy at the state line was held to be 


in interstate commerce. Commenting 
on that case, this court, in Jersey Cen- 
tral Power & Light Co. v. Federal 
Power Commission (1943) 319 US 
61, 69, 87 L ed 1258, 48 PUR NS 
129, 135, 63 S Ct 953, stated: “We 
see no distinction between a sale at or 
before reaching the state line.” There is 


nothing in the terms of the act or in 
its legislative history to indicate that 
Congress intended that a more re- 
stricted meaning be attributed to the 
phrase “in interstate commerce” than 
that which theretofore had been given 
to it in the opinions of this court.” 
Section 2(7) of the act defines “‘in- 
terstate commerce” as “ com- 
merce between any point in a state and 
any point outside thereof, or between 
points within the same state but 
through any place outside thereof, 

” Clearly the sales in question 
were a part of commerce being carried 
on between points in Louisiana and 
points in other states. There is noth- 
ing in that language to suggest that 
Congress intended that sales consum- 
mated before the gas crosses a state 
line should not be regarded as being 
“in”? such commerce. 

[2] Nor are we impressed with the 
suggestion that the interstate move- 
ment of the gas should be regarded as 
beginning when the gas, theretofore 
moving through petitioner’s pipe-line 
system at well pressure, is subjected to 
increased pressure in the compressor 
stations of the purchasing companies 
in order that the gas may be moved to 
the distant markets. Long before the 
gas reaches the compressor pumps it 
has been committed to its interstate 
journey which follows without inter- 
ruption or deviation. Under such cir- 





10 Shafer v. Farmers Grain Co. (1925) 268 
US 189, 69 L ed 909, 45 S Ct 481; Lemke v. 
Farmers Grain Co. (1922) 258 US 50, 66 L ed 
458, 42 S Ct 244; Dahnke-Walker Milling 
Co. v. Bondurant (1921) 257 US 282, 66 L ed 
239, 42 S Ct 106. And see Illinois Nat. Gas 
Co. v. Central Illinois Pub. Service Co. (1942) 
314 US 498, 503, 504, 86 L ed 371, 42 PUR NS 
53, 62 S Ct 384; Currin v. Wallace (1939) 
306 US 1, 10, 83 L ed 441, 59 S Ct 379; Peo- 
ples Nat. Gas Co. v. Pennsylvania Pub. Serv- 
ice Commission, 270 US 550, 554, 70 L ed 726, 
PUR 1926D 187, 46 S Ct 371; Illinois C. R. 


Co. v. Louisiana R. Commission, 236 US 157, 
163, 59 L ed 517, PUR 1915A 840, 35 S Ct 
275. Cf. Milk Control Board v. Eisenberg 
Farm Products (1939) 306 US 346, 83 L ed 
752, 59 S Ct 528. 

11 Tllinois Nat. Gas Co. v. Central Illinois 
Pub. Service Co. supra, 314 US- at p. 508; 
Peoples Nat. Gas Co. v. Federal Power Com- 
mission (1942) 75 US App DC 235, 44 PUR 
NS 375, 127 F2d 153. Cf. Jersey Centrat 
Power & Light Co. v. Federal Power Com- 
mission (1943) 319 US 61, 70, 87 L ed 1258, 
48 PUR NS 129, 63 S Ct 953. 
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cumstances, the increase of pressure in 
the compressor stations must be re- 
garded as merely an incident in the 
interstate commerce rather than as its 
origin.” 

[3-6] The company contends, how- 
ever, that regardless of whether the 
sales in question are in interstate com- 
merce, those transactions fall within 
the clause of § 1(b) specifically ex- 
cepting from the Commission’s juris- 
diction regulation of “. the pro- 
duction or gathering of natural gas.” 
In evaluating that contention we 
should not lose sight of the objectives 
sought to be accomplished by Congress 
in passing the Natural Gas Act. 

In a series of decisions announced 
prior to the passage of the act, this 
court had held that, although Congress 
had not acted, the regulation of whole- 
sale rates of gas and electrical energy 


moving in interstate commerce is be- 
yond the constitutional powers of the 


states.” Petitioner, relying in part 
upon the principles established by 
those cases, has successfully avoided 
regulation by the Louisiana Public 
Service Commission.** As was stated 
in the House Committee report, the 
“basic purpose” of Congress in passing 
the Natural Gas Act was “to occupy 
this field in which the Supreme Court 
has held that the states may not act.” ¥ 
In denying the Federal Power Com- 


mission jurisdiction to regulate the 
production or gathering of natural gas, 
it was not the purpose of Congress to 
free companies such as petitioner from 
effective public control. The purpose 
of that restriction was, rather, to pre- 
serve in the states powers of regulation 
in areas in which the states are con- 
stitutionally competent to act. Thus 
the House Committee Report states: 
“The bill takes no authority from state 
Commissions, and is so drawn as to 
complement and in no manner usurp 
state regulatory authority. 7 
Clearly, among the powers thus re- 
served to the states is the power to 
regulate the physical production and 
gathering of natural gas in the interests 
of conservation or of any other con- 
sideration of legitimate local concern.” 
It was the intention of Congress to 
give the states full freedom in these 
matters. Thus, where sales, though 
technically consummated in interstate 
commerce, are made during the course 
of production and gathering and are so 
closely connected with the local inci- 
dents of that process as to render rate 
regulation by the Federal Power Com- 
mission inconsistent or a substantial 
interference with the exercise by the 
state of its regulatory functions, the 
jurisdiction of the Federal Power 
Commission does not attach.” But 
such conflict must be clearly shown. 





12 Cf. Illinois Nat. Gas Co. v. Central IIli- 
nois Pub. Service Co. supra, 314 US at pp. 
504, 505; State Tax Commission v. Interstate 
Nat. Gas Co. (1931) 284 US 41, 44, 76 L ed 
156, 52 S Ct 62. 

18 Missouri ex rel. Barrett v. Kansas Nat. 
Gas Co. 265 US 298, 68 L ed 1027, PUR1924E 
78, 44 S Ct 544; Rhode Island Pub. Utilities 
Commission v. Attleboro Steam & Electric Co. 
273 US 83, 71 L ed 549, PUR 1927B 348, 47 
S Ct 294; Kansas State Corp. Commission v. 
Wichita Gas Co. (1934) 290 US 561, 78 L ed 
500, 1 PUR NS 433, 54 S Ct 321. 

14See note 9, supra. 
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185 HR Rep No 709, 75th Cong, Ist Sess 2. 

16 Tbid. 

17 Colorado Interstate Gas Co. v. Federal 
Power Commission (1945) 324 US 581, 602, 
603, 89 L ed 1206, 58 PUR NS 65, 65 S Ct 829. 

18 The Federal Power Commission has not 
asserted jurisdiction over all sales taking place 
in the natural gas fields even though in 
interstate commerce for resale for ultimate 
public consumption. Re Columbia Fuel Corp. 
(1940) 2 FPC 200, 35 PUR NS 3; Re Bill- 
ings Gas Co. (1940) 2 FPC 288, 35 PUR 
NS 321. We express no opinion as to the 
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Exceptions to the primary grant of 
jurisdiction in the section are to be 
strictly construed. It is not sufficient 
to defeat the Commission’s jurisdiction 
over sales for resale in interstate com- 
merce to assert that in the exercise of 
the power of rate regulation in such 
cases, local interests may in some de- 
gree be affected.” 


There is nothing in the record to in- 
dicate that the regulation in question 
is in any way inconsistent with the 
exercise by Louisiana of the powers 
over production and gathering of nat- 
ural gas reserved to it by Congress in 
§ 1(b) of the act. The state in a series 
of enactments has made elaborate pro- 
vision for the conservation of its nat- 
ural gas resources and has established 
various rules and regulations relating 
to the production and gathering proc- 
ess.” Most of those provisions, pre- 
sumably, are applicable to petitioner’s 
field operations." The record is de- 
void of any suggestion that Louisiana 
has ever opposed the jurisdiction of 
the Federal Power Commission in this 
case or has ever urged that Federal 
regulation of the sales in question 
would interfere with the exercise by 
the state of its regulatory functions.™ 
We do not suggest that the jurisdic- 
tion of the Commission in any case is 
to be determined by the resistance or 
lack of resistance on the part of the 
state to Federal regulation. But in 
evaluating the company’s contention 
that the state’s powers have been in- 
vaded, we regard it a matter of some 


significance that although the state has 
freely exercised its regulatory powers 
over the production and gathering of 
natural gas, there is no evidence of any 
conflict, present or threatened, in the 
performing of those functions by the 
state with the exercise of the jurisdic- 
tion of the Federal Power Commission 
in this case. 

It is not contended that the Commis- 
sion is precluded from regulating the 
sales in question by reason of the ex- 
ception from the Commission’s juris- 
diction relating to the production of 
natural gas. Petitioner asserts, how- 
ever, that the sales to the three pipe- 
line companies are a part of the gather- 
ing process and consequently not 
within the Commission’s power of reg- 
ulation. This basic contention has 
given rise to a great many subsidiary 
questions such as whether the sales 
were made from petitioner’s “gather- 
ing” lines or from petitioner’s “trans- 
mission” lines and whether the gather- 
ing process continued to the points of 
sale or was, as the Commission found, 
completed at some point prior to sur- 
render of custody and passage of title. 
We have found it unnecessary to re- 
solve those issues. The gas moved by 
petitioner to the points of sale consist- 
ed of gas produced from petitioner’s 
wells commingled with that produced 
and gathered by other companies and 
introduced into petitioner’s pipe-line 
system during the course of the move- 
ment. By the time the sales are con- 
summated, nothing further in the 





validity of the jurisdictional tests employed by 
the Commission in these cases. 

19 Cf. Colorado Interstate Gas Co. v. Federal 
Power Commission, supra, 324 US at p. 603; 
Federal Power Commission v. Hope Nat. Gas 
Co. (1944) 320 US 591, 607-612, L ed 333, 
51 PUR NS 193, 64 S Ct 281. 

20La Gen Stats §§ 4766-4826.2. 


21 The record contains testimony by counsel 
for petitioner to the effect that these provisions 
apply to petitioner and that petitioner’s opera- 
tions have conformed with their requirements, 

22 Counsel for the Louisiana Public Serv- 
ice Commission and for two Louisiana munici- 
palities participated in the proceedings before 
the Federal Pewer Commission. 
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gathering process remains to be done. 
We have held that these sales are in 
interstate commerce. It cannot be 
doubted that their regulation is pre- 
dominately a matter of national, as 
contrasted to local, concern. All the 
gas sold in these transactions is des- 
tined for consumption in states other 
than Louisiana. Unreasonable charges 
exacted at this stage of the interstate 
movement become perpetuated in large 
part in fixed items of costs which must 


be covered by rates charged subsequent 
purchasers of the gas including the 
ultimate consumer.” It was to avoid 
such situations that the Natural Gas 
Act was passed. 

For reasons stated above we have 
concluded that the Federal Power 
Commission in this case has not ex- 
ceeded the jurisdiction conferred upon 
it by Congress in § 1(b) of the Nat- 
ural Gas Act. 

Affirmed. 





#3 A number of cases in this court have held 
that the reasonableness of cost items such as 
that incurred by a purchasing pipe-line com- 
pany in acquiring gas for transportation may 
be inquired into during the course of subse- 
quent regulation when buyer and seller are 
affiliated corporations and there is evidence 
that the sales were not made at arm’s length. 
The Commission found affiliation to exist be- 
tween petitioner and only one of the three pur- 
chasing companies, the Mississippi River Fuel 
Corporation. There was a finding of “close 
contractual and operating arrangements” be- 
tween petitioner and another of the purchasing 
companies. Natural Gas Pipeline Co. v. Slat- 


tery (1937) 302 US 300, 82 L ed 276, 21 PUR 
NS 255, 58 S Ct 199; Columbus Gas & Fuel 
Co. v. Ohio Pub. Utilities Commission (1934) 
292 US 398, 78 L ed 1327, 4 PUR NS 152, 54 
S Ct 763, 91 ALR 1403; Dayton Power & 
Light Co. v. Ohio Pub. Utilities Commission 
(1934) 292 US 290, 78 L ed 1267, 3 PUR NS 
279, 54 S Ct 647; Western Distributing Co. v. 
Kansas Pub. Service Commission, 285 US 119, 
76 L ed 655, PUR 1932B 236, 52 S Ct 283; 
Smith v. Illinois Bell Teleph. Co. 282 US 133, 
75 L ed 255, PUR 1931A 1, 51 S Ct 65; United 
Fuel Gas Co. v. Kentucky R. Commission, 278 
oe 73 L ed 390, PUR 1929A 433, 49 S 
t . 





FEDERAL POWER COMMISSION 


Re Hope Natural Gas Company 


Docket No. G-654 
April 22, 1947 


PPLICATION for certificate of convenience and necessity and 
for authority to abandon natural gas facilities; dismissed. 


Service, § 214 — Abandonment — Replacement distinguished. 
1. The removal of compressor units and other auxiliary equipment and 
structures by a natural gas company, in order that they may be replaced by 
new facilities, without changing, impairing, or interrupting service does ‘not 
constitute an abandonment of facilities under § 7(b) of the Natural Gas 


Act, 15 USCA § 717£(b), p. 9. 


Certificates of convenience and necessity, § 40 — When required — Replacement 


of facilities. 


2. The construction and operation of new compressors and compressor sta- 
tion equipment in place of old equipment being removed is not new con- 
struction or operation for which a certificate of public convenience and 
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RE HOPE NATURAL GAS CO. 
necessity is required pursuant to § 7(c) of the Natural Gas Act, 15 USCA 


§ 717f(c), p. 9. 


By the CoMMISSION : 

[1,2] This is a proceeding under 
§ 7 of the Natural Gas Act, 15 USCA 
§ 717f, as amended, upon an applica- 
tion of Hope Natural Gas Company 
(applicant) filed August 29, 1945, and 
an amendment to such application filed 
October 12, 1945, for: 


(a) A certificate of public conveni- 
ence and necessity authorizing appli- 
cant to construct and operate the fol- 
lowing described facilities: Five 
steam-engine driven compressors of 
2,000 horsepower each, and one steam- 
engine driven compressor of 500 horse- 
power, and other auxiliary compressor 
station equipment at its Hastings 
Compressor Station in Wetzel county, 
West Virginia ; 

(b) Authority to abandon the fol- 
lowing described facilities: Twelve 
existing compressor units aggregating 
17,025 horsepower and other auxiliary 
equipment and structures at its Hast- 
ings Compressor Station in Wetzel 
county, West Virginia. 

Pursuant to due notice, a public 
hearing was held at Washington, D. 
C., on October 19, 1945, respecting 
the matters involved and the issues 
presented by the application. No pro- 
tests to the application or petitions to 
intervene have been received. 


Pending final determination of an 
application therefor, temporary au- 
thorization was granted applicant to 
abandon a part of the facilities de- 
scribed in paragraph (b) abové on 
August 21, 1945, and further tempo- 
rary authorization to construct and 
operate the facilities described in para- 


graph (a) above was granted on Oc- 
tober 3, 1945. 

At the time of the hearing in the 
matter, applicant was proceeding with 
the abandonment and the new con- 
struction in accordance with the tem- 
porary authorizations therefor granted 
by the Commission. 

The evidence submitted at the hear- 
ing in this proceeding discloses that the 
facilities described in paragraph (a) 
above were being installed by applicant 
to replace the facilities described in 
paragraph (b) above. The units be- 
ing removed by applicant were in- 
stalled in the years 1904 and 1907 and 
have carried a heavy load for many 
years. Such units have become prac- 
tically worn out and applicant has ex- 
perienced great difficulty in obtaining 
repair parts. Their continued use had 
become impractical because of increas- 
ingly frequent interruptions due to the 
necessity for repairs, and dangerous 
because of the hazard attending the 
operation of imperfect and defective 
equipment. 

Consideration had been given to the 
rebuilding of the old equipment, but 
after careful study applicant deter- 
mined that it would be better economy 
to abandon the old engines and replace 
them entirely with new equipment. 

Upon installation of the facilities de- 
scribed in paragraph (a) hereof, the 
service rendered by applicant will be 
identically the same as it was thereto- 
fore. The removal of the old facilities 
will not impair applicant’s ability to 
maintain adequate service to its gen- 
eral markets or to any particular cus- 
tomer. Applicant proposes nothing 
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other than the replacement of worn- 
out and obsolete machinery with new 
equipment of modern design and of 
greater efficiency. 

The Commission, having considered 
the application, and the record thereon 
with respect to the matters involved 
and the issues presented, further finds 
that : 

(1) Applicant, a West Virginia 
corporation, having its principal place 
of business at Clarksburg, West Vir- 
ginia, owns and operates, among other 
facilities, a natural gas transmission 
pipe-line system located in the state of 
West Virginia, and by such operations 
applicant is engaged in the transporta- 
tion and sale of natural gas in inter- 
state commerce for resale for ultimate 
public consumption subject to the ju- 
risdiction of the Commission, and is, 
therefore, a “natural-gas company” 
within the meaning of the Natural Gas 
Act, as heretofore found by the 
Commission in its order of April 27, 
1943, in Docket No. G-—290, 3 FPC 
994. 


(2) The facilities described in para- 
graph (a) hereof will be used by appli- 
cant for the transportation and sale ¢f 
natural gas in interstate aman 
and the facilities described in para- 
graph (b) hereof have been used for 
the transportation and sale of natural 
gas in interstate commerce and such 
facilities are, therefore, subject to the 
jurisdiction of the Commission under 
the Natural Gas Act. 

(3) The removal of facilities de- 
scribed in paragraph (b) hereof and 
their replacement with the facilities de- 
scribed in paragraph (a) hereof with- 
out changing, impairing, or interrupt- 
ing service to applicant’s customers do 
not constitute an abandonment of fa- 
cilities under § 7(b) or new construc- 
tion or operation for which a certifi- 
cate of public convenience and neces- 
sity is required pursuant to § 7(c) of 
the Natural Gas Act, as amended. 

The Commission orders that : 

The application of Hope Natural 
Gas Company filed herein be and the 
same is hereby dismissed. . 





LOUISIANA PUBLIC SERVICE COMMISSION 


Louisiana Public Service Commission 


Gulf Public Servive Company et al. 


Nos. 4270, 4274, Order No. 4554 
April 9, 1947 


NVESTIGATION of rates and practices of electric companies; 
I rates, return, and accounting methods prescribed. 


Accounting, § 56 — Write-up of plant account — Transfer to depreciation reserve. 
1. A write-up of an electric company’s plant account was allowed to be 
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transferred from that account to retirement reserve inasmuch as the com- 
pany had built that reserve by allocating more than a pro rata share of the 
reserve when its out-of-state properties were disposed of, p. 13. 


Expenses, § 37 — Amortization of plant acquisition adjustments. 

2. The amortization of an electric company’s plant acquisition adjustments 
through charges to operating revenue should not be commenced when the 
predecessor company’s original cost and reclassification study has not been 
made and the existing company, resulting from the merger of predecessor 
companies, has not reached a stage of integrated operation sufficiently ad- 
vanced to permit both amortization of integration costs and satisfactory rate 
reductions, p. 14. 


Return, § 87 — Electric company. 
3. A rate of return of 6 per cent was deemed fair and equitable for an elec- 
tric company as well as adequate to compensate the owners, to attract capital 
necessary to maintain a sound investment, and to result in rate reductions 
to the customers, p. 15. 


Depreciation, § 50 — Electric company. 
4. An annual allowance for electric plant retirement or depreciation appro- 
priations was allowed at a fixed amount for the current year, and for subse- 
quent years the allowance fixed at that amount plus 3.1 per cent of net 
additions subsequently made, p. 16. 


> 


By the Commission : On December 


14, 1945, the Louisiana Public Serv- 
ice Commission, on its own motion, 
started an investigation of the rates, 
charges, and practices for electric 
service in the state of Louisiana of all 
electric public utilities in the state sub- 
ject to its jurisdiction by issuance of 
citation to each utility to show cause 
why such investigation should not be 
made and to show cause why rates, 
charges, and practices should not be 
required to be changed and revised if 
found to be excessive or unreasonable 
and to show cause why such changes 
or revisions should not be made ef- 
fective as of the date of the citation. 
In response to this citation and show 
cause order, the Gulf Public Service 
Company, hereinafter referred to as 
“Respondent” filed an answer and ap- 
peared at a formal hearing before the 
Commission in Baton Rouge, Louisi- 
ana, on January 15, 1946. 


Respondent’s answer conceded the 
authority of the Commission to make 
the investigation and to require re- 
vision of rates and practices if found 
to be excessive or unreasonable, and 
offered its books and records for exam- 
ination and inspection, but entered an 
exception to the authority of the Com- 
mission to require any change or modi- 
fications which would become effective 
before the issuance of a final order. 
The Commission reserved a ruling on 
this exception. This order does not 
require any changes or modifications 
of the Respondent’s rates or practices 
to be made effective prior to the date of 
this order, and therefore a ruling on 
the question is pretermitted. 

After this proceeding was com- 
menced, the Louisiana Public Utili- 
ties Company, which was also under 
investigation by the Commission in 
pursuance to its Order No. 4220, was 
merged with Gulf Public Service Com- 
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pany and the rate investigations of the 
records, accounts, books, and prop- 
erties of the two companies were con- 
solidated. The results of this investi- 
gation, the findings of fact, this order, 
and the term “Respondent” as used 
herein apply to the Gulf Public Service 
Company as it exists after having ab- 
sorbed the former Louisiana Public 
Utilities Company. 

After preliminary conferences with 
officials of Respondent, the Commis- 
sion sent members of its staff to New 
Iberia and to Lafayette to make an in- 
vestigation and examination of the 
books and records of Respondent, and 
to study its operations. This investi- 
gation and examination has now been 
completed, and the staff has compiled 
its working papers and has submitted 
its report and recommendations to the 
Commission. 

Officials and employees of Respond- 
ent have been codperative and helpful 
during the examination and meetings 
have been held between officials of Re- 
spondent and the staff of the Commis- 
sion for the purpose of discussing the 
staff reports and for the purpose of 
reaching agreement upon questions of 
fact and conflicting estimates of future 
revenues and expenses. Agreement 
between officials of Respondent and 
members of the Commission’s staff 
has been reached as to the reasonable- 
ness of conflicting estimates and sever- 
al other questions of fact. This pro- 
ceeding as to Respondent is now ready 
for conclusion. 

Subsequent to the beginning of this 
proceeding, the Commission has pre- 
scribed “A Uniform System of Ac- 
counts for Electric Utilities’ which 
is applicable to Respondent electric ac- 
counts. Inasmuch as the accounting 
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investigation herein did not include an 
original cost study or a complete re- 
classification of account study of Re- 
spondent’s Plant Accounts, no final 


findings will be made as to Original 


Cost, Utility Plant Acquisition Ad- 
justments, or Utility Plant Adjust- 
ments except as set out, and it is here- 
by provided that this order shall not 
prejudice the final settlement of ac- 
counting matters, except as to those 
specifically set out. 


Description and History of 
Respondent 


Respondent, whose general office is 
located at 303 West Vermillion street, 
Lafayette, Louisiana, was incorporat- 
ed under the laws of Louisiana on Oc- 
tober 7, 1944. It is a public utility 
company operating entirely within the 
state of Louisiana and is successor to 
a Delaware corporation of the same 
name. The properties and operations 
of the former Louisiana Public Util- 
ities Company were merged into Re- 
spondent during 1946. Respondent is 
engaged in the generation, purchase, 
transmission, and distribution of elec- 
tricity, the distribution and the produc- 
tion and sale of natural gas, distribu- 
tion of water, in the manufacture and 
sale of ice and soft drinks and activi- 
ties incidental to such operations. Re- 
spondent’s electric properties and op- 
erations are divided into three separate 
groups, one located in southeast Loui- 
siana, one in northwest Louisiana, and 
the other in southwest and south cen- 
tral Louisiana. These groups of prop- 
erties, although all connected to 
transmission systems, are not all in- 
terconnected through company-owned 
transmission lines, and are not oper- 
ated as an integrated power system. 
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The population served by Respondent 
in these groups is approximately 250,- 
000 and there are about 30,000 elec- 
tric customers. New Iberia is the larg- 
est town served electricity by Respond- 
ent and the areas are largely rural. 
Respondent operates three main gen- 
erating plants, one at New Iberia and 
one at Mansfield, also one at Crowldy, 
and maintains eleven other small plants 
for standby service. Approximately 
50 per cent of the electricity sold is 
purchased wholesale at eight points of 
delivery from neighboring companies. 
Respondent owns and operates about 
350 miles of high-voltage and 1,000 
miles of low-voltage distribution lines. 

Respondent’s electric rates have 
been developed by separate companies 
under widely varying operating con- 
ditions and in dissimilar territory, and 
are therefore not uniform. For this 


reason, a considerable part of the rate 
reduction resulting from this order 
will necessarily be in the nature of 
“adjustments” which will tend to elim- 
inate discrimination and tend to pro- 
duce a uniform and consistent rate 
structure for the company as a whole. 


Conclusions from Investigation 


On July 29, 1946, this Commission 
issued Order No. 4346 in its Docket 
No. 4271 styled Public Service Com- 
mission v. Louisiana Power & Light 
Co. 65 PUR NS 18. In that or- 
der, the Commission announced the 
rate-making principles which it pro- 
posed to follow in the future. We now 
reaffirm those principles and set out 
below a discussion of their application 
to the particular facts existing in the 
instant proceeding. 

Respondent’s properties have been 
acquired to a large extent in “basket” 


transactions, almost all of which in- 
cluded simultaneous purchase of more 
than one type of utility. Also in sev- 
eral of these transactions, utilities in 
more than one location were purchased. 
Inasmuch as an original cost study has 
not been completed, it has been neces- 
sary to segregate and allocate the to- 
tal plant accounts of the various util- 
ities on the basis of estimates, such 
partial appraisals as were available and 
the application of general comparative 
figures. Also, since the Depreciation 
Reserve has been built up from lump 
appropriations from revenue, rather 
than by specific charges to the various 
utility services and properties, it also 
had to be separated and allocated to 
utilities by the use of estimates and ap- 
plication of judgment and comparative 
ratios. 

Although a very large part of the 
amount in Electric Plant Account 
must remain “unclassified” until the 
“original cost and_ reclassification 
study” has been completed and al- 
though final findings and disposition 
of amounts which may fall into “Evec- 
tric Utility Plant Adjustments” can- 
not be made at this time, nevertheless 
the staff accounting investigation did 
discover some “write-up” in “Electric 
Plant Account” which we desire to dis- 
cuss and dispose of here. 


[1] Respondent’s books show that 
at the time the corporation was 
formed, its “Plant Account” was writ- 
ten up $442,026 to reflect “Increase in 
Structural Value.” Respondent con- 
tends that $185,400 of this “write-up” 
represents actual “cost” created in 
arm’s-length bargaining, in that that 
part of the “write-up” was necessary 
to bring the total amount of “Plant 
Account” up to the money actually 
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paid for the property. As to the dif- 
ference in the amount of $256,626, 
Respondent has agreed that it should 
be removed from Plant and has tenta- 
tively charged it to Depreciation Re- 
serve. 

Inasmuch as Respondent augment- 
ed its Retirement Reserve in 1942 by 
transferring into it $429,594 from Sur- 
plus, and further built up the Retire- 
ment Reserve applicable to Louisiana 
property by allocating to Louisiana 
more than a pro-rata share of the Re- 
serve when the Texas properties were 
disposed of, it is our opinion that dis- 
position of the “write-up” through 
charges to Retirement Reserve should 
be allowed and we so hold. The book- 
keeping entries already made in con- 
nection with this and the amounts used 
below in the “findings” and “order” 
reflect the adjustments as approved. 
We do not here pass upon Respond- 
ent’s claim that the $185,400 men- 
tioned above represents “cost.” That 
matter will be further considered when 
the “original cost and reclassification 
study,” has been completed. 

An “original cost and reclassifica- 
tion of accounts study” of that part 
of Respondent’s property and accounts 
which was formerly Louisiana Public 
Utilities Company was made by the 
Federal Power Commission prior to 
the merger into Respondent. All 
“Electric Utility Plant Adjustments” 
classified by that study had been dis- 
posed of prior to the merger. In ad- 
dition, the amount of “Electric Utility 
Plant Acquisition Adjustment Ac- 
count” had been established and was 
carried onto the books of the merged 
company. 

[2] In view of the fact that the 
(former) Gulf Public Service Com- 
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pany “original cost and reclassifica- 
tion study” has not been made and in 
view of the fact that the present 
merged Gulf Public Service Company 
has not reached a stage of integrated 
operation sufficiently advanced to per- 
mit both amortization of integration 
costs and satisfactory rate reductions, 
it is our opinion that the amortization 
of “Utility Plant Acquisition Adjust- 
ments” through charges to Operating 
Revenue should not be commenced at 
this time. However, this matter will 
be considered again when the “origi- 
nal cost and reclassification study” of 
Respondent’s property has been com- 
pleted. 


The Record 


The record in this proceeding con- 
sists of pleadings and facts as agreed 
to by Respondent and the staff of the 
Commission. 


Findings by the Commission 


Upon consideration of the record 
herein and application of the principles 
discussed above to that record, the 
Commission finds: 


1. The amount of Respondent’s 
Gross Electric Plant Account 
as of December 31, 1947, is ... $6,229,620 
The amount of Respondent’s 
Gross Electric Plant Account 
as of December 31, 1947, is esti- 
mated to be 


The average amount of Re- 
spondent’s Gross Electric Plant 
Account for 12 months Decem- 
ber 31, 1946, to December 31, 
1947, from the above estimate 
6,544,620 
. A reasonable allowance to Re- 
spondent for cash working capi- 
tal is approximately 2 months 
operating expenses and is 
. A reasonable allowance to Re- 
spondent for Materials and Sup- 
plies for the year under con- 
sideration is 


6,859,620 


255,000 


237,650 
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4. The average amount of capital 


used by Respondent which has 
been contributed or advanced by 
customers is estimated for the 
12 months December 31, 1946, to 
December 31, 1947, to be 

. The total amount of Respond- 
ent’s Depreciation or Retire- 
ment Reserve for all property 
at December 31, 1946, is rea- 


sonable and adequate to meet 
any and all demands for the pur- 
—_ for which it was accrued 
and i 

The de of this Reserve which 
should be allocated to Electric 
Plant as of December 31, 1946, 


The amount of this Reserve for 
Electric Plant as of December 
31, 1947, is estimated to be .... 
The average amount of this De- 
preciation Reserve for Electric 
Plant for the 12 months from 
December 31, 1946, to December 
31, 1947, will be 

’ Applying the principles previ- 
ously set out in this opinion to 
the findings above results in a 
Rate Base for the 12 months 
from December 31, 1946, to De- 
cember 31, 1947: 

Average of Gross Electric Plant 

Account 

Plus: 

Cash Working Capital $255,000 
Materials & Supplies 237,650 


1,863,255 


946,307 


1,046,307 


996,307 


6,544,620 


492,650 





Less: . 
Contributions and Construction 


Electric Rate Base 


{3] 7. A rate of return of 6 per 


cent on the Rate Base is fair and 
equitable and is adequate to 
compensate the owners and to 
attract the capital necessary to 
maintain soundness of Respond- 
ent’s investment and will result 
in rate reductions to the cus- 
tomers. 

. Applying a rate of return of 6 
per cent to the rate base found 
above would yield Respondent 


7,037,270 


60,032 


6,977,238 


11. 


. The 


cent. This rate of interest is 
considered fair to both the cus- 
tomer and the Respondent and 
its application during the 12 
months from December 31, 1946, 
to December 31, 1947, will result 
in an earning of 


. This earning of the Reserve 


money should be deducted from 
the Net Operating Revenue as 
shown in Item 8 above to de- 
termine the Allowable Return 
to Respondent. Making this de- 
duction we determine the Al- 
lowable Return for the 12 
months from December 31, 1946, 
to December 31, 1947, to be ... 
A conservative estimate of Re- 
spondent’s Electric Operations 
for the 12 months’ period from 
December 31, 1946, to December 
31, 1947, with due consideration 
given to actual figures for the 
past year and based on existing 
rates follows: 

Operating Revenues— 

Electric 
Operating Revenue 

Deductions— 

Electric 
Operating 
Sear 
Property 
Retirement 
Reserve Ap- 
propriations 167,000 


Taxes 427,000 2,124,502 


$1,530,502 





Estimated Net Operating Reve- 
nues 

estimated Net Electric 
Operating Revenue of Re- 
spondent for the 12 months’ 
period from December 31, 1946, 
to December 31, 1947, will ex- 
ceed the Allowable Return by 
the amount of $60,000. After 
considering the effect of income 
taxes the elimination of this ex- 
cess will necessitate a reduction 
in Respondent’s rates and 
charges in the amount of ap- 
proximately 


Net Operating Revenue for the 
12 months period from Decem- 
ber 31, 1946, to December 31, 
1947, the amount of 

. Respondent can and should be 


After consideration of the findings 
made above, the Commission there- 
fore, orders, as to Respondent herein: 


able to use in its business the (1) The Electric Rate Base is $6,977,238 for 
money represented by the the 12 months ending December 31, 1947, 
amount of the Retirement or and shall in the future from time to time 
Depreciation Reserve to the ex- be computed in accordance with the 
tent that it will earn 54 per principles hereinbefore adopted. 
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(2) The allowable Rate of Return is 6% per 


annum. 


(3) For the purpose of determining the Al- 


lowable Return, earnings on the entire 
amount of the Retirement or Depreciation 
Reserve at 54% per annum shall be de- 
ducted from the amount derived from 
applying the “Rate of Return” to the 


(6) Not later than April 15, 1947, Respondent 
shall file, to be applied on bills rendered 
on and after June 1, 1947, for electric 
service rendered subsequent to the April 
15th-20th meter reading, revised electric 
rate schedules designed to reduce Gross 
Electric Operating Revenue in an amount 
not less than $100,000 annually. 


“Rate Base.” : . 
[4] (4) Annual allowance for electric plant It is further ordered that this pro- 


retirement or depreciation appropriations ceeding, as to this Respondent only 
shall be $167,000 for the year ending De- . “ om. , 

cember 31, 1947, and for- subsequent nd as to its Electric Utility operations 
years, unless later changed, the allowance only, be now concluded and dismissed 


will be an amount of $167,000 plus 3.1% ; ‘ 
of net additions thereafter made. subject to compliance of Respondent 


Reserves for Retirement or Depreciation with this order and subject to the con- 


of Utility Plant shall hereafter be main- ; oY me canis : ‘ 
tained for each utility department of Re- tinuous jurisdiction of this Commis- 
spondent and shall be set up on the basis sion under the Constitution and stat- 


oe Nes ee Se, utes of the state of Louisiana. 
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Re Milwaukee Gas Light Company 


2-U-2224, 2-U-2044 


City of Wauwatosa et al. 


Milwaukee Gas Light Company 


2-U-2032, 2-U-2042, 2-U-2047 
May 20, 1947 


PPLICATION by gas utility for authority to increase rates; 
municipalities grouped for rate making and higher rates 
approved. 


Expenses, § 26 — Sales promotion — Introduction of natural gas. 
1. Sales promotion expense incurred in promoting the introduction of nat- 
ural gas is not a normal or recurring expense and should, therefore, be ex- 
cluded from operating expenses, p. 20. 

Valuation, § 338 — Intangibles — Development cost. 
2. Expenses incurred in the early years of a gas utility to acquaint prospec- 
tive customers with the use of gas and to accelerate the connection of such 
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customers to the company’s system, not representing any value to the com- 
pany at present, should be excluded from the rate base, p. 21. 


Return, § 72 — Classes of service — Gas utility. 
3. Although each class of service need not return the same percentage of 
profit as every other class, discrepancies in percentages of profit are too 
great when, as indicated by cost analyses, they are: residential, 5.646 per 
cent; commercial, 6.345 per cent; heating, 3.038 per cent; industrial, 4.392 
per cent, p. 22. 


Return, § 92 — Gas utility. 
4. Profit from gas sales was held to be reasonable and adequate to permit 
the company to meet its obligations and raise capital necessary to insure 
continuation of reasonably adequate service, where estimated operating 
income would be somewhat less than 6.13 per cent and would more nearly 
approach 5.44 per cent after certain adjustments, p. 22. 


Rates, § 206 — Unit for gas rate making — Grouping of municipalities. 
5. Various municipalities served by a gas company should be grouped as a 
regional unit for rate-making purposes, by grouping together those munici- 
palities, or portions thereof, whose costs of service, including capital costs 
such as depreciation and taxes and estimated profit based on return on in- 
vestment, fall within a relatively narrow range, so that each municipality 
within a rate zone will provide a return on capital substantially equal to that 
provided by every other municipality within the same rate zone, p. 24. 
§ 294 — Fixed-charge type — Gas service. 
6. A fixed-charge type of rate for all classes of gas service is advantageous 
in that it is simple, promotional, and nondiscriminatory, and it eliminates 
the inherent discrimination involved in the application of a minimum bill 
under which the customer is permitted varying amounts of service, p. 25. 
§ 389 — Gas — Space heating. 
7. Space-heating rates of a gas utility were established to conform with 
the general service rates in the blocks for consumption up to 10,000 cubic 
feet per month (for purposes of convenience all space-heating schedules of 
residential, commercial, and industrial service being consolidated into a single 
schedule), the base rate for consumptions in excess of 10,000 cubic feet 
per month being increased in order to bring the lowest rates for such service 
more nearly in line with the cost of such service as indicated in exhibits 
before the Commission, p. 26. 


* 


By the Commission: On August 
17, 1946, Milwaukee Gas Light Com- 
pany, Milwaukee, filed application with 
this Commission requesting authority 
to increase rates and to revise its rate 
structure to include the substitution of 
uniform rates to apply to zones I, II, 
and III as they existed at the time of 
the filing of the application. 


APPEARANCES: Milwaukee Gas 
Light Company, by Miller, Mack & 


[2] 


Fairchild, Attorneys, Milwaukee, by 
Frederick Sammond and Steven E. 
Keane, Attorneys; city of Milwaukee, 
by W. J. Mattison, City Attorney, by 
J. L. Bednarek, Assistant City Attor- 
ney, Milwaukee; city of West Allis, by 
John C. Doerfer, City Attorney, West 
Allis; city of Wauwatosa, by Roy R. 
Stauff, City Attorney, Wauwatosa; 
village of Whitefish Bay, by James D. 
Porter, Attorney, by Roger D. Mc- 
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Intyre, Attorney, Milwaukee ; town of 
Lake, town of Wauwatosa, town of 
Granville, town of Mequon, and vil- 
lage of River Hills, by C. R. Dineen, 
Attorney, Milwaukee. March17, 1946. 
hearing, by Attorney Norman R. 
Klug: village of West Milwaukee, by 
Allen J. Busby, Attorney, Milwaukee ; 
village of Fox Point, by Maxwell H. 
Herriott (September 25, 1946 hear- 
ing), Milwaukee; Fourth Ward Tax- 
payers League of West Allis, by Peter 
Zass (September 25, 1946 hearing), 
West Allis. Of the Commission staff : 
H. T. Ferguson, Chief Counsel; H. J. 
O’Leary, Chief, rates and research di- 
vision, Magnus Anderson, accounts 
and finance division, and R. E. Pur- 
ucker, engineering department (at- 
tended all hearings except that of Sep- 
tember 25, 1946). Hearings of Janu- 


ary 8 and 9, 1947: As their interests 
United Gas, 


may appear: Coke & 
Chemical Workers Union, by Thomas 
Lansing, Ed Regan, and John Koch, 
Milwaukee ; United Association of Of- 
fice, Sales & Technical Employees, by 
B. M. Feinberg, Milwaukee. March 
17, 1947, hearing : Of the Commission 
staff: J. A. Brady, engineering de- 
partment. 

At the hearing held on September 
25, 1946, a motion was offered by 
counsel for the city of West Allis that 
an order previously entered by this 
Commission on April 10, 1946, which 
order provided for the consolidation of 
certain dockets designated as 2-—U- 
2032, 2-U-2042, 2-U-2046, CA- 
2290, and 2-U-2044, be rescinded and 
that an order be issued consolidating 
the aforementioned dockets, excepting 
CA-2290, with the current application 
designated as docket 2—U-2224, for 
both hearing and determination pur- 
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poses by the Commission. No objec- 
tion was entered to this motion, the 
same being granted at the hearing, and 
thereafter by an order dated October 
25, 1946, the Commission rescinded 
the order of consolidation of April 10, 
1946, and consolidated dockets 2—U- 
2224, 2-U-2032, 2-U-2042, 2- 
U-2047, and 2-U-—2044 for both hear- 
ing and determination therein. 

The dockets 2-U-2032, 2-U-2042, 
and 2-U-2047 represent pending pro- 
ceedings before this Commission insti- 
tuted by the city of Wauwatosa, the 
city of West Allis, and the village of 
Whitefish Bay, respectively, naming 
the Milwaukee Gas Light Company as 
respondent therein, alleging the exist- 
ence of discriminations in the present 
rate schedules of said utility by reason 
of zone rate designations therein. 
Docket 2—U-2044 is an investigation 
on the motion of the Commission of 
the rates, rules, and practices of Mil- 
waukee Gas Light Company, notice of 
which was issued by this Commission 
on April 24, 1945. An order for con- 
solidation of dockets representing the 
complaints of the various municipali- 
ties with the docket representing the 
investigation on the motion of the 
Commission was entered on May 26, 
1945. Thereafter Milwaukee Gas 
Light Company filed application with 
this Commission for a certificate au- 
thorizing the substitution of natural 
for manufactured gas in the furnishing 
of its utility service to the public, and 
in response to motions by counsel for 
the city of Wauwatosa and the village 
of Whitefish Bay, this docket CA- 
2290 was consolidated with 2-U- 
2032, 2-U-2042, 2-U-2047, and 2- 
U-2044 for hearing and determination 
purposes by order dated April 10, 
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1946. In docket 2—U-2032 the city 
of Wauwatosa had proceeded to the 
presentation of its affirmative case in 
support of the alleged discrimination, 
but none of these proceedings repre- 
senting the complaints of governmen- 
tal units or that involving the Commis- 
sion’s investigation as above docketed 
had been completed prior to their con- 
solidation so as to enable determina- 
tion by the Commission. Since it ap- 
peared that the disposition of the ap- 
plication filed by Milwaukee Gas Light 
Company and docketed as 2-U-2224 
would likewise dispose of the issues 
presented in the dockets representing 
the complaints of the various govern- 
mental units, it was deemed proper to 
consolidate all of said dockets for hear- 
ing and determination purposes. 

In addition to the order of consoli- 
dation issued on October 25, 1946, the 
Commission issued an order on No- 
vember 16, 1946, 66 PUR NS 113, 
denying the petition of the applicant 
company for an emergency or tempo- 
rary rate increase. On March 6, 1947, 
an order was issued by the Commis- 
sion directing that the various munic- 
ipalities served by Milwaukee Gas 
Light Company be grouped as a re- 
gional unit for rate-making purposes 
in accordance with the provisions of 
§ 196.03 (2), Statutes. The above 
orders likewise disposed of various 
procedural questions which had been 
advanced during the course of the 
hearings. 

Briefs were submitted by counsel in 
connection with the application of the 
company for a temporary rate increase 
and likewise as to the power of the 
Commission to determine that all mu- 
nicipalities served by the applicant util- 
ity shall be grouped as a regional unit 


for rate-making purposes as provided 
under § 196.03 (2), Statutes. Fol- 
lowing the last hearing, a brief was 
submitted on behalf of the city of Mil- 
waukee. During the course ofthe pro- 
ceedings 56 exhibits were introduced 
and received as a part of the record. 
Opinion 

In support of its application, the 
company cited recent increases in the 
cost of labor, materials, and fuels. The 
details relative to the extent of such 
increases and the method of arriving 
at them are set forth in a series of ex- 
hibits. Verification of a number of 
the items was made by special studies 
and audits on the part of the Commis- 
sion’s staff. The more important an- 
nual increases above the level prevail- 
ing during the year ended May 31, 
1946, are: 

(1) Increased salaries and wages 
chargeable to operations—$152,183. 

The above total is made up of three 
separate categories of increases. An 
amount of $75,900 arises from in- 
creases under new labor contracts en- 
tered into June 1, 1946. Salary in- 
creases to supervisory employees ef- 
fective August 1, 1946, account for 
$23,829. The balance of $52,454 rep- 
resents adjustments to reflect a full 
year’s operation at the wage rates pre- 
vailing as of May 31, 1946. The in- 
creases involved were granted in Au- 
gust, 1945, and January, 1946. 

(2) Increased cost of boiler fuel— 
$39,094.10. 


This amount is based upon actual 
increases in the invoice cost of various 
types of coal and coke breeze since 
May 31, 1946, and upon notices of in- 
creases to become effective within a 
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prices were then applied to the total 
quantities used for the year ended May 
31, 1946. 

(3) Increased cost of water gas oil 
—$75,186.33. 

The increase in this item is based 
upon prices quoted as of August 6, 
1946. 

(4) Increased cost of generator 
fuel—$46,490. 

This amount was determined by the 
application of invoice costs and notices 
of prospective increases to the volume 
of coal and coke used for boiler fuel in 
the year ended May 31, 1946. 

(5) Increase in cost of liquefied pe- 
troleum gas—$37,562. 

This increase reflects the application 
of prices contained in new purchase 
agreements for liquefied petroleum gas 
for applicant’s west side plant and for 
underfiring ovens at the solvay coke 
plant. 

(6) Other commodities—$29,917. 

This item reflects the application of 
a flat 10 per cent increase to the total 
dollar volume of a number of miscel- 
laneous material items used in the 
year ended May 31, 1946. It includes, 
among other things, gasoline, lubricat- 
ing oils, kerosene, repair parts, tools, 
and office and building supplies. 

The sum of the foregoing items is 
$380,432, which is the amount the 
company estimated would be added to 
operating expenses in the year ended 
May 31, 1946, had current prices and 
wage rates been in effect for the full 
year. With such an increase in ex- 
penses, the company would realize a 
saving in both state and Federal in- 
come taxes. The amounts of these 
savings were estimated to be $23,702 
in state income taxes and $141,115 in 
Federal income taxes, or a total of 
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$164,817. The net effect of the in- 
crease in operating expenses and the 
decrease in income taxes would be a 
reduction in operating income of 
$215,615 per year. 

Table I following sets forth for com- 
parative purposes three different in- 
come accounts all covering the year 
ended May 31, 1946. The income ac- 
count in the first column reflects actual 
income for the period. The income 
account in the second column is ad- 
justed to reflect the wage and price in- 
creases set forth above. It will be 
noted that operating income is $215,- 
615 less in the adjusted income ac- 
count. The income account shown in 
the third column is adjusted to reflect 
estimated increased operating rev- 
enues of $555,463 per year, as well as 
the increase in prices and wages pre- 
viously set forth. The estimate of in- 
creased operating revenues is based up- 
on application of the rate schedules 
proposed by the company to the vol- 
ume of gas sales for the year ended 
May 31, 1946. Essentially, the in- 
come account in the third column is a 
pro forma statement of the income 
which the company anticipates it could 
receive if its application were granted, 
and if conditions with respect to sales 
of service and expenses remained as 
they were for the year ended May 31, 
1946. 

[1] As previously indicated, the in- 
formation relative to the increased ex- 
penses reflected in the income accounts 
in Table I were reviewed and audited 
by the Commission’s staff. Upon the 
basis of such survey, the Commission 
is of the opinion that the forecasted in- 
creases in expenses will be realized and 
that with the exception of one item, 
the income aceount shown in the sec- 
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ond column of Table I constitutes a 
proper basis for the determination of 
the revenue needs of the company for 
the period covered thereby. The ex- 
cepted item refers to the inclusion in 
Sales Promotion Expenses of an 
amount of $54,632 for the promotion 
of the introduction of natural gas. It 
is considered that this amount is not 
a normal or recurring expense and 
should, therefore, be excluded. 

The company submitted as Exhibit 
5 a rate base calculation based upon a 
method used by the Commission in its 
order of March 31, 1937, in docket 
2-U-259, et al. relative to rates of Mil- 
waukee Gas Light Company. The fol- 
lowing calculations are taken from Ex- 
hibit 5 and reflect a rate base as at May 
31, 1946. 
Utility Plant 
Less 

Reserve for deprecia- 

tion 
Contribution and de- 
posits for exten- 


$31,227,230 
$8,603,045 


203,958 8,807,003 


$22,420,227 
487,262 


523,762 
$23,431,251 

[2] The foregoing calculations are 
based upon use of the original cost as 
shown on the company’s books, less 
book depreciation reserve, established 
in part at least in accordance with an- 
nual rates of depreciation certified to 
the company by the Commission. 
However, included in the original cost 
is an item covering miscellaneous in- 
tangibles amounting to $591,975. This 
item consists of advertising develop- 
ment and soliciting costs, and free 
house-piping costs incurred by the 
company and its former affiliated sub- 
urban companies which were capital- 





Materials and supplies 
Working capital (10% of annual 
operating expense) 


Rate Base 


ized as many as fifty or sixty years ago. 
The expenses were incurred to ac- 
quaint prospective customers with the 
use of gas and to accelerate the con- 
nection of such customers to the com- 
pany’s system. It is contemplated that 
if and when the company is recapital- 
ized this item will be written off. It 
cannot be claimed that this amount 
represents any value to the company 
at this time. To the extent that con- 
sideration is given to the rate base 
submitted by the company, the amount 
of $591,975 representing such intan- 
gibles should be excluded. 

On the basis of the income accounts 
set forth in Table I, the following ra- 
tios of operating profit to the rate base 
set forth in Exhibit 5 would be ob- 
tained : 

(1) Based on actual operating profit 
year ended May 31, 1946 

(2) Based upon operating profit ad- 
justed for increased expenses year 
ended May 31, 1946 

(3) Based upon operating profit ad- 
justed for increased expenses and 
increased revenues from rates pro- 

ng tg company year ended May 

19. 


, 


4.85% 


3.93% 


In Exhibits 48 and 49 the Com- 
mission’s staff presented a detailed cost 
analysis based upon operations for the 
year ended July 31, 1946, with certain 
adjustments hereinafter discussed. Op- 
erating expenses were adjusted to re- 
flect increased costs of labor and ma- 
terials had such increases been in ef- 
fect for the full 12-month period. An 
amount of $48,951 representing nat- 
ural gas promotion expense for the 
period was excluded. Revenues were 
increased to reflect the additional rev- 
enues anticipated under the company’s 
rate proposal and were further adjust- 
ed to reflect increases in fuel adjust- 
ment clauses currently in effect as of 
July 31, 1946. Property and plant as 
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of December 31, 1945, was used as 
representing the approximate average 
for the 12-month period. The intan- 
gible item of $591,975 was excluded. 
An allowance of $1,000,000 for ma- 
terials and supplies and working capi- 
tal was included. In total, the 
property base without deduction of the 
depreciation reserve used in the cost 
analysis was $31,406,703. An equiva- 
lent base with book depreciation de- 
ducted is $23,001,024. 

[3] Based upon the use of 4 per cent 
sinking-fund depreciation, the cost an- 
alysis showed that had the company’s 
proposed rates been in effect for the 
year ended July 31, 1946, the follow- 
ing ratios of profit to the undepre- 
ciated property base would have been 
obtained from the various classes of 
service : 


Residential 


Commercial 
Heating 
Industrial 


5.308% 

The corresponding total profit based 
upon straight-line depreciation and a 
property base with book depreciation 
deducted would have been 5.818 per 
cent. 

While the Commission does not con- 
sider it necessary that each class of 
service should return the same per- 
centage of profit as every other class, 
nevertheless it considers that the dis- 
crepancies in the percentages of profit 
as indicated by the cost analyses, 
above referred to, are too great. How- 
ever, substantial increases in the prices 
of competitive liquid fuels since July 
31, 1946, have largely corrected the 
situation. Both heating and industrial 
gas service (the two classifications of 
service showing low-profit ratios) are 
sold under schedules which provide for 
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automatic adjustments with increases 
in the cost of fuel oil. Since July 31, 
1946, the base price of oil for space 
heating in Milwaukee has increased 
from 8.24 cents to 10.1 cents per gal- 
lon, or 1.86 cents with a consequent 
increase in the rate for space-heating 
gas in excess of 10,000 cubic feet per 
month from 46 cents to 55 cents per 
thousand cubic feet, or 9 cents per 
thousand cubic feet. Likewise, the 
base price of industrial oil has in- 
creased since July 31, 1946, from 5.98 
cents to 8.113 cents per gallon, or 
2.133 cents per gallon with a conse- 
quent increase in the variable rate for 
industrial gas of 5.33 cents per thou- 
sand cubic feet. 

As a result of these increases in the 
price of oil, rates substantially similar 
to existing rates for space-heating and 
industrial service will now yield a 
higher percentage of profit than in 
July, 1946. Therefore, the principal 
adjustments considered necessary to 
make the variable portions of the 
space-heating and industrial service 
rates yield a profit more nearly jn line 
with that obtained from other classes 
of service, are to revise the fuel 
clauses and the base rates to which 
they are applicable in such a manner 
as to place a higher floor under the 
rates. With such a change it will not 
be possible to reach the lower levels ob- 
tainable under existing space-heating 
and industrial rates. The details of 
such changes are more fully described 
later in connection with the discussion 
of the rate schedules. 

[4] In Table II following, there is 
set up a pro-forma income account 
based upon revenues anticipated under 
the schedules to be ordered herein and 
expenses and property as set forth in 





RE MILWAUKEE GAS LIGHT CO. 


the cost analysis contained in Exhibits 
48 and 49. The revenues include in- 
creases which result from the appli- 
cation of current fuel clauses as com- 
pared with the level in effect as of 
July 31, 1946. Otherwise, the rev- 
enues reflect application of the rates to 
be prescribed herein to the volume of 
business produced in the twelve 
months ended July 31, 1946. The op- 
erating income of $1,410,483.94, 
shown in Table II, would produce a 
profit ratio of 6.13 per cent on the net 
property base of $23,001,024. How- 
ever, because of the adjustment just 
described, and because of increases in 
expenses since July 31, 1946, which 
may not be fully offset by increased 
revenues, the actual profit ratio will be 
somewhat less than 6.13 per cent. In 


fact, it will more nearly approach the 
5.44 per cent indicated on the company 
proposal based upon operations for the 
year ended May 31, 1946. However, 
the estimate of the increase in. gross 
revenue under the rates to be ordered 
herein ($573,002) is approximately 
equal to the amount requested by the 
company when applied to the volume 
for the year ending July 31, 1947. 
Under existing conditions the Com- 
mission is of the opinion that the profit 
to be obtained under the rates herein 
prescribed is reasonable and will en- 
able the company to meet its obliga- 
tions to its customers, employees, and 
creditors, and, at the same time, enable 
it to raise such capital as is necessary 
to insure continuation of reasonably 
adequate service in the future. 


TABLE I 


MitwauKkee Gas Licot CoMPANY 
Comparative Income Accounts Year Ended May 31, 1946 


Operating revenue 
Gas sales 
Other gas revenues 


Total operating revenue 
Operating revenue deductions 
Operating expenses 
Production expense 
Distribution expense 


Customers’ acctg. and coll. exp. .......... 


Sales promotion expense 


Administrative and gen. exp. ............. 


Depreciation 
Taxes—general 
Taxes—state income 
Taxes—federal income 


Total operating revenue deductions ... 


Operating income 
Non-operating income 


Gross income 


Income for 12 
months ended 
May 31, 1946 


Income for 12 
months ended 
May 31, 1946 


$7,517,638.58 
279,804.17 


Income for 12 
months ended 
May 31, 1946 
adjusted for 
wage and 
price increase 


$7,517,638.58 
279,804.17 


adjusted for 
increase in 

rates applied 

for and wage 
and price 
increases 


$8,043,102.00 
309,804.00 





$7,797 ,442.75 


$3,038,681.62 
1,007,198.31 
486,364.87 
249,030.40 
456,345.53 


$7,797,442.75 


$8,352,906.00 





$5,237,620.73 
508,302.00 
567,957.67 
52,105.00 
295,915.00 


$5,618,052.73 
508,302.00 
567,957.67 
28,403.00 
154,800.00 


$5,618,052.73 
508,302.00 
567,957.67 
62,698.00 
321,574.00 





. $6,661,900.40 


$1,135,542.35 
70,387.85 


$6,877,515.40 


$919,927.35 
70,387,85 


$7,078,584.40 
$1,274,321.60 
70,387.85 





$1,205,930.20 


$990,315.20 


$1,344,709.45 
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Income deductions 
Interest on long-term debt 
Amount of debt discount and expense 
Taxes assumed on interest 
Other interest charges 
Miscellaneous income deductions 


Total income deductions 


Net income 
Provision for preferred dividends 


Balance for Common Stock 


TABLE II 
MitwavuKee Gas Licut CoMPANY 
Projected Income Account 


Pro forma income 
account based on 
revenue under the 
rates to be pre- 
scribed by Commis- 
sion and expenses 
per cost analysis 
year ended 
August 1, 1946 
Operating revenue 
Gas sales $8,089,693.00 
Other gas revenue 293,830.00 


Total operating revenue $8,383,523.00 


Operating revenue deductions 
Operating expenses 

Production expense 

Distribution expense 

Customers’ acctg. and coll. 
expense 

Sales promotion expense. . 

Administrative and gen- 
eral expense 


$3,263,180.16 


518,913.59 
218,130.91* 


476,306.56 


$5,569,934.36 
504,143.00 
521,925.58 


.. 447,423.97 
reve- 
$7,043,426.91 


$1,340,096.09 
70,387.85 


$1,410,483.94 


$600,030.00 


34,393.08 
5,472.05 
4,322.88 


17,145.16 
$661,363.17 
$749,120.77 


Depreciation 
Taxes—general 
Taxes—state income 
Taxes—federal income 
Total operating 
nue deductions 
Operating income 
Non operating income 
Gross income — 
Income deductions 
Interest on long-term debt .. 
Amount of debt discount and 


Taxes assumed on interest .. 
Other interest charges 
Miscellaneous income deduc- 


Total income deductions 
Net income 
Provision for preferred divi- 


$140,000.00 
$609,120.77 


Balance for common stock .... 


Je Excludes $48,951 considered as nonrecur- 
ring. 
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$600,030.00 
34,393.08 
5,472.05 
4,322.88 
17,145.16 


$661,363.17 
$328,952.03 


140,000.00 140,000.00 140,000.00 
$404,567.03 $188,952.03 $543,346.28 
The proposal of the company con- 
templates that all of the territory now 
comprising zones I, II, and III shall 
be included in a single zone with uni- 
form rates, and that the rates in the 
remaining territory now designated as 
zone IV shall remain unchanged. In 
addition to the consolidation of zones 
and an increase in the general level of 
rates, other principal changes pro- 
posed are: 

1. The introduction of a separate 
fixed charge of 65 cents net per month 
in all schedules in the new zone I to 
replace the present minimum charge of 
50 cents net per month which includes 
some gas consumption. Under the 
proposed rates, no gas consumption 
would be included for the monthly 
fixed charge. 

2. A reduction in the annual mini- 
mum bill for space-heating service 
from $100 to $85. 

[5] On the basis of consumption for 
the twelve months ended May 31, 
1946, the company estimated that the 
proposed rates would increase operat- 
ing revenues by $555,463 per year. 
For most consumptions, the company’s 
proposed general service rate would in- 
crease the bills of customers in present 
zone I by 29 cents per month. In pres- 
ent zone II the increases range from 8 
cents to 35 cents per month for con- 
sumptions of less than 2,000 cubic feet, 
with reductions beyond that point. In 
present zone ITI, the rates proposed by 


$600,030.00 
34,393.08 
5,472.05 
4,322.88 
17,145.16 


$661,363.17 
$683,346.28 





$661,363.17 
$544,567.03 
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the company would increase bills from 
2 cents to 29 cents per month for con- 
sumptions of less than 2,000 cubic feet, 
and would provide for reductions be- 
yond that point. 

The Commission has carefully con- 
sidered the relevant factors with re- 
spect to a reasonable and proper meth- 
od of providing for rate zones in the 
territory served by the.company. As 
was pointed out in our order in this 
proceeding dated March 6, 1947, the 
Commission has determined that the 
various municipalities served by Mil- 
waukee Gas Light Company shall be 
grouped as a regional unit for rate- 
making purposes. From the stand- 
point of ease and economy of admin- 
istration, and good public relations, the 
ideal situation would be one which pro- 
vided for a single rate-making unit 
with uniform rates throughout. How- 
ever, while cost of service is not neces- 
sarily the controlling factor, we think 
it reasonable and proper that such costs 
be given consideration in the determi- 
nation of the number, area, and loca- 
tion of rate zones. To this end the 
cost analysis submitted by the staff as 
Exhibits 48 and 49 has been utilized 
to allocate costs by municipalities. On 
the basis of such studies, the metropol- 
itan area of Milwaukee seems to logi- 
cally divide into two zones for rate- 
making purposes. The division re- 
sults from grouping together those 
municipalities, or portions thereof, 
whose costs of service, including capi- 
tal costs such as depreciation and 
taxes, and estimated profit based on re- 
turn On investment, fall within a rela- 
tively narrow range. Thus, for the 
purpose of such analysis, each munici- 
pality within a rate zone will, under the 
rates proposed, provide a return on 


capital substantially equal to that pro- 
vided by every other municipality 
within the same rate zone. 


In essence, the process is one of se- 
lectivity based upon the relative de- 
ficiencies in return on capital within 
the various municipalities if uniform 
rates were applied throughout the ter- 
ritory. Those municipalities, or por- 
tions thereof, in which the deficiencies 
of return were nearly equal, logically 
constitute a rate-making zone if only 
cost factors are considered. However, 
after such determination, considera- 
tion has also been given to such mat- 
ters as geographical location, and the 
political relationships of certain towns 
to adjoining cities and villages. Asa 
result, the Commission is of the opin- 
ion that the metropolitan area in and 
around the city of Milwaukee should 
be divided into two zones for rate- 
making purposes and that the third 
zone outside of the metropolitan area 
and served principally by the high- 
pressure system should consist of pres- 
ent zone IV, plus the city of Menom- 
onee Falls and the town of Menom- 
onee. The description of the zones 
to be ordered herein is fully set forth 
in the appendix. 


[6] The company, in its application, 
seeks to establish a fixed-charge type 


of rate for all classes of service. With 
this principle, we are in complete ac- 
cord. This Commission pioneered the 
introduction of the fixed-charge type 
of rate for electric service many years 
ago. It has met with complete suc- 
cess in electric rates, and we cannot 
foresee any reasons why it should not 
be equally successful for gas service. 
As a matter of fact, this type of rate is 
now being applied by several gas com- 
panies within the state. In view of its 
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long history, it is not necessary to elab- 
orate here upon the numerous advan- 
tages of the fixed-charge type of rate. 
Among the more obvious advantages 
are: (1) it is simple—it is easy to 
understand and easy to administer ; 
(2) it is promotional—by including 
nonvariable costs in the fixed charge 
it permits the quotation of lower rates 
for gas consumed; (3) it is nondis- 
criminatory—each customer makes an 
equal contribution toward meeting 


nonvariable customer costs, irrespec- 
tive of the volume of consumption. 
Further, in this case it eliminates the 
inherent discrimination involved in the 
application of a minimum bill under 
which the customer is permitted vary- 
ing amounts of service. 


The company proposes a fixed 
charge of 65 cents net per month. In 
support of this amount it relies upon 
Exhibit 24 in which is itemized the 
various purported customer costs. The 
exhibit contains several allocated 
items, including sales promotion ex- 
pense, administrative and general ex- 
pense, and state and Federal income 
taxes, all or parts of which are not 
properly includable in nonvariable cus- 
tomer costs. On the basis of the costs 
set forth in Exhibits 48 and 49, and 
our experience over many years with 
both gas and electric utilities, we con- 
clude that the fixed charge should not 
exceed 60 cents net per month. 


The rates to be ordered herein are 
set forth in detail in the appendix. The 
general service rate includes a fixed 
charge of 65 cents gross, 60 cents net. 
The number of blocks has been reduced 
as compared with the present rate and 
there is no provision for a fuel clause. 
The elimination of several rate blocks 
and the fuel clause are both based up- 
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on the relationship of the general sery- 
ice schedule with the commercial and 
industrial large-volume rate. It ap- 
pears that the latter schedule, which 
now becomes more widely available, 
will provide adequately for lower rates 
for consistently large users, and at the 
same time maintain a competitive rela- 
tionship between the customer’s cost of 
service from the company and the costs 
which could be obtained by use of com- 
petitive liquid fuels. 

Under the general service rate to be 
ordered herein, most residential cus- 
tomers in Milwaukee will receive in- 
creases of 23 cents or 24 cents per 
month. In West Allis the maximum 
increase is 31 cents per month at 300 
cubic feet and thence ranges down- 
ward to a reduction of 54 cents at 
5,000 cubic feet. In Wauwatosa the 
maximum increase is 24 cents per 
month at 200 cubic feet and ranges 
downward to a reduction of 50 cents 
at 5,000 cubic feet. 


[7] Generally, the space-heating 
rates to be ordered herein conform 
with the general service rate in the 
blocks for consumption up to 10,000 
cubic feet per month. For purposes 
of convenience, all space-heating 
schedules of residential, commercial, 
and industrial service have been con- 
solidated into a single schedule. The 
base rate for consumptions in excess 
of 10,000 cubic feet per month has 
been increased from 55 cents to 60 
cents per thousand cubic feet. The 
purpose of this change is to bring 
the lowest rates for such service 
more nearly in line with the costs of 
such service as indicated in Exhibits 48 
and 49. In effect, the change will pre- 
vent the cost of gas used in excess of 
10,000 cubic feet per month from go- 
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ing below 45 cents per thousand cubic 
feet or going above 60 cents per thou- 
sand cubic feet. This compares with 
a minimum of 40 cents per thousand 
cubic feet and a maximum of 55 cents 
per thousand cubic feet under existing 
rates. With the change in the base 
rate it has also been necessary to ad- 
just the oil clause. The adjustment so 
provided will permit the sale of gas in 
excess of 10,000 cubic feet per month 
at the same rate as is applicable under 
the existing schedules. The proposal 
of the company to decrease the annual 
minimum charge for space heating 
from $100 to $85 is satisfactory and 
has been included in the new schedules. 
Under the space-heating rates to be 
ordered herein, the bills for gas used in 
excess of 10,000 cubic feet per month 
will be increased 22 cents per month 
in Milwaukee and will be decreased 


$1.29 per month in West Allis and 
$1.25 per month in Wauwatosa. 


In the large volume commercial and 
general service rate to be ordered here- 
in, the minimum charge for 1,000,000 
cubic feet or less per month has been 
altered to conform to the general serv- 
ice schedule, and the constant charges 
for gas used in excess of 1,000,000 cu- 
bic feet per month have been increased 
5 cents per thousand cubic feet. The 
constant rates thereby become 30 cents 
and 25 cents instead of 25 cents and 
20 cents, respectively. This change, 
like the change in space-heating rates, 
is made in order to make such rates 
more nearly conform to the costs as 
indicated in the cost analysis prepared 
by the Commission. The fuel clause 
which is applicable to the constant 
charges has likewise been adjusted in 
such a manner as to produce an effec- 
tive rate under present oil costs, almost 
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identical with the rate now being 
charged. Further, under the revised 
oil clause and revised rates, the min- 
imum rate for gas used in excess of 
3,000,000 cubic feet per month is in- 
creased from 33.75 cents per thousand 
cubic feet to 36 cents per thousand cu- 
bic feet. The over-all effect of the 
changes is slight in Milwaukee, but in 
the rest of the territory included in the 
new zone I, substantial reductions to 
very large users are possible. 

The schedules to be made effective 
by the order in this case will produce 
increased revenues based upon con- 
sumption for the year ended July 31, 
1946, of approximately $573,000 per 
year. This amount includes $15,000 
of additional revenue from forfeited 
discounts. 

Counsel for the applicant company 
at the last hearing offered a motion to 
amend the petition of the company to 
provide for an increase in the service 
charge from 65 cents to 70 cents and 
stated that such amendment was of- 
fered to conform to proof submitted 
during the proceedings. The motion 
was the subject of objection and the 
determination thereof was reserved for 
the Commission. After careful con- 
sideration of all of the facts before it, 
including the character and extent of 
the proof offered by the applicant util- 
ity, the Commission is of the opinion 
that the increase in rates herein or- 
dered is adequate and sufficient. 


Findings of Fact 


The Commissions finds: 

That the existing rates of Milwau- 
kee Gas Light Company are unrea- 
sonable because of inadequacy and un- 
lawful as being discriminatory, and 
that the rates as set forth in the ap- 
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pendix attached hereto are reasonable, 
lawful and nondiscriminatory. 


Conclusions of Law 


The 
cludes : 

That an order be issued in accord- 
ance with the above findings directing 
Milwaukee Gas Light Company to file 
and place in effect the schedule of rates 
attached hereto and made a part here- 
of. 


Commission therefore con- 


ORDER 


It is therefore ordered: 

That the rate schedules of Milwau- 
kee Gas Light Company be and are 
hereby revised in accordance with the 
foregoing findings of fact and conclu- 
sions of law, and as more specifically 
set forth in the appendix attached here- 
to and made a part hereof. The re- 
vision of the schedules herein author- 
ized shall be filed with the Commission 
and shall become effective for service 
rendered after the first meter reading 
date subsequent to the date of this or- 
der. 


APPENDIX 
ZONE I 


Territory Comprising Zone I: 


Cities of Milwaukee, West Allis, 
and Wauwatosa. 


Villages of West Milwaukee and 
Shorewood. 

Towns—That portion of the town 
of Greenfield lying north of the center 
line of Howard avenue and east of 
the center line of sections two (2), 
eleven (11), and fourteen (14) (T 6 
N, R 21 E); that portion of the town 
of Lake including all of the NW} of 
section 14 (T 6 N, R 22 E) and the 
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north 609.96 feet of that part of the 
SW} section lying west of the center 
line of Lake Road; and all that part of 
the township lying north of the center 
line of Howard avenue west of section 
14 (T6N, R22 E). Town of Mil- 
waukee lying south of center line of 
Hampton Road. 


ZONE II 


Territory Comprising Zone II: 


Villages of Whitefish Bay, Fox 
Point, Butler, and River Hills. 

Towns of Wauwatosa, Granville, 
that portion of town of Greenfield ly- 
ing north of the center line of Howard 
avenue and west of center line of sec- 
tions eleven (11) and fourteen (14) 
(T 6 N, R 21 E); and that portion 
of the town of Brookfield lying east 
of north and south center line of town- 
ship; and that portion of town of 
Milwaukee lying north of center line 
of Hampton Road. 


ZONE III 


Territory Comprising Zone III: 

City of Menomonee Falls, Cedar- 
burg, Hartford, Port Washington, 
West Bend; villages of Barton, Ger- 
mantown, Grafton, Jackson, Saukville, 
Slinger, Thiensville; towns of Meno- 
monee, Cedarburg, Germantown, 
Grafton, Hartford, Jackson, Mequon, 
Polk, Port Washington, Saukville, 
West Bend, Barton. 


General Service Rate 


Availability 
Available to all customers for all purposes. 
Fixed charge: (Taxes, depreciation, etc., on 
company’s investment on customers’ premises 
and maintenance thereof; meter reading, test- 
ing, and billing; and sundry commercial and 
administrative expenses ) 





RE MILWAUKEE GAS LIGHT CO. 


Net 
60¢ 


Zone I 

Per month 
Zone II 

Per month 


Zone III 
Per month 


Plus 
Zone I 
First 1,500 cu. ft./mo....... 
Next 8500 “ - 
Next 190,000 “ 
Over 200.000 “ 
Zone II 
First 1,500 cu. ft./mo....... 
Next 8500 “ “: 
Next 190,000 
Over 200,000 
Zone III 
First 
Next 


60¢ 


60¢ 
Per MCF 


69¢ 
65¢ 
60¢ 


80¢ 
75¢ 
70¢ 


1,500 cu. ft. ’ . $1.25 
8,500 “ ™ : 90 
Next 190,000 d 75 
Over 200,000 ; 70 


Discount or Penalty Provision 

On or before the last day of discount indi- 
cated on each bill, the bill is payable at the 
net rate; thereafter the gross rate is due and 
payable. 


Minimum Charge 
The monthly minimum charge is 65¢ gross, 
60¢ net. 


Special Terms and Provisions 

This schedule applies to gas furnished in any 
one month to one customer at one location 
through one meter. In those cases where at 
the company’s option two or more meters are 
installed on the same premises for the same 
customer, the amount of gas supplied through 
all such meters will be combined in arriving 
at the total charge, and the service charge 
and minimum bill will be the same as though 
one meter were installed. 

For the reconnection of meters for the same 
customer on the same premises a charge of 
$1.00 per meter will be made. 

Where the company is unable to read meters 
after a reasonable effort, the fact will be plain- 
ly indicated on the monthly bill, the minimum 
charge will be assessed, and the difference will 
be adjusted with the customer when the meter 
is again read. 


Residential, Commercial and Industrial 
Spaceheating Rate 

Availability 

Available to residential customers who use 
gas as the major fuel in central gas heating 
equipment, and to commercial and industrial 
customers who use gas exclusively for space- 
heating. Customer is required to contract for 
service under this rate for one year and there- 
after until the contract is terminated by thirty 
days’ notice by either party thereto. 

Gas used for other domestic purposes will 
be combined with house-heating for one bill- 


ing under this rate. Gas supplied to commer- 
cial and industrial spaceheating customers for 
other than spaceheating shall be metered and 
billed separately under the appropriate rate 
schedules. 

Fixed Charge: (Taxes, depreciation, etc., on 
company’s investment on customers’ premises 
and maintenance thereof; meter reading, test- 
ing, and billing; and sundry commercial and 
administrative expenses ) 
Zone I 

Per month 
Zone II 

Per month 
Zone III 

Per month 
Plus 
Zone I 

First 1,500 cu. ft./mo....... 

Next 8500 “ “ 

*All 


over 10,000 “ KC 

Zone II 

First 1,500 cu. ft./mo....... 
Next , 


—-" ; 
*All 


over 10,000 
Zone III 
First 1,500 cu. ft./mo....... $1.30 
Next 8,500 “ . 95 
*All 


over 10,000 “ . 


Net 
60¢ 


74¢ 


90¢ 


*Subject to adjustment clause. 


Discount and Penalty Provision 

On or before the last day of discount indi- 
cated on each bill, the bill is payable at the 
net rate; thereafter the gross rate is due and 
payable. 

Minimum Charge 

The monthly minimum charge is 65¢ gross, 
60¢ net. 

The annual minimum charge to customers 
under this rate shall be $85.00. If the total of 
monthly bills during any contract year is less 
than $85.00, then the difference between the 
above minimum annual charge and such total 
of monthly bills shall be paid with the bill for 
the last month of the contract year, provided 
that the annual billing under this clause shall 
not exceed what the annual billing would be 
under the general service rate. 


Adjustment Clause 

The 60¢ rate for gas used in excess of 
10,000 cu. ft. is subject to a reduction of 1¢ for 
each 2/10¢ or fraction thereof in the price 
below 11¢ per gallon of No. 3 fuel oil. 

For the purpose of this clause the price of 
oil shall be determined and established month- 
ly by taking the average of daily public quota- 
tions or price published by Standard Oil 
Company of Indiana for No. 3 Fuel Oil deliv- 
ered in Milwaukee County in 150 gallon lots 
to customers’ premises. The price of gas so 


69 PUR NS 





WISCONSIN PUBLIC SERVICE COMMISSION 


fixed in relation to the price of oil, as above 
established, shall apply on all gas in excess 
of 10,000 cubic feet billed under this rate in 
the month following but shall not be more 
than $.60 nor lower than $.45 per M cu. ft. 


Scale of Price Relation 


Oil Gas Oil 

11 $.52  $.0959—.094 
.1099—.108 51 .0939—.092 
-1079—.106 50 .0919—.090 
-1059—.104 49 .0899—.088 
-1039—.102 48 .0879—.086 
-1019—.100 47 .0859—.084 
.0999—.098 46 .0839—.082 
.0979—.096 45 .0819—.080 


Special Terms and Provisions 

This schedule applies to gas furnished in any 
one month to one customer at one location 
through one meter. In those cases where at 
the company’s option two or more meters are 
installed on the same premises for the same 
customer, the amount of gas supplied through 
all such meters will be combined in arriving 
at the total charge, and the service charge and 
minimum bill will be the same as though one 
meter were installed. 

For the reconnection of meters for the same 
customer on the same premises a charge of 
$1.00 per meter will be made. 

Where the company is unable to read meters 
after a reasonable effort, the fact will be 
plainly indicated on the monthly bill, the mini- 
mum charge will be assessed, and the difference 
will be adjusted with the customer when the 
meter is again read. 


Commercial and Industrial Large Volume 
Service 
Effective in Zone I 
Availability 
Available to.commercial and industrial cus- 
tomers in zone I on yearly contracts. 
Rate 


For the first one million cubic feet per 
month the amount shall be the same as for a 
like quantity at the General Service Rate. For 
quantities over one million cubic feet in any 
month the rate shall be composed of a constant 
charge and a charge varying with the cost of 
gas oil as specified in the oil adjustment clause. 


Gross 

First 1,000,000 cu. ft. or less 

Ee $611.21 
Next 2,000,000 cu. ft. per mo. 

(per MCF) 35 plus oil 

cost 

factor 
Over 3,000,000 cu. ft. per mo. 

(per MCF) 
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Net 

First 1,000,000 cu. ft. or less 
per mo. 

Next 2,000,000 cu. ft. per mo. 
(per MCF) -30 plus oil 
cost 
factor 
(per MCF) 

Over 3,000,000 cu. ft. per mo. 25 


Note: For oil factor determination see oil 
adjustment clause. 


Discount or Penalty Provision 

On or before the last day of discount indi- 
cated on each bill, the bill is payable at the 
net rate; thereafter the gross rate is due and 
payable. 

Minimum Charge 

The monthly minimum charge is $611.21 
gross and $561.16 net, provided that the total 
of one year’s billing under this clause shall not 
exceed what one year’s bills would amount to 
under the General Service Rate. 

Oil Cost Adjustment Clause 

There shall be added to the constant rates 
set forth above for consumption in excess of 
1,000,000 cu. ft. per month .25¢ for each whole 
.1 cent increase in the price of ordinary in- 
dustrial gas oil 32-36 above the base price of 
6.4¢ per gallon. 

For the purposes of this clause the price of 
oil shall be determined and established each 
calendar month by taking the average of the 
low prices per gallon published in the Chicago 
Journal of Commerce for ordinary industrial 
gas oil 32-36 delivered f.o.b. Milwaukee in the 
calendar month covered by the meter reading. 
Such factor shall not be less than 11¢ per M 
cu. ft. 


Scale of Price Relation 


Gas 
to be added 
to constant 


Gas 
to be added 
to constant 


Special Terms and Provisions ; 

This schedule applies to gas furnished in 
any one month to one customer at one location 
through one meter. In those cases where at 
the company’s option two or more meters are 
installed on the same premises for the same 
customer, the amount of gas supplied through 
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all such meters will be combined in arriving 
at the total charge, and the service charge and 
minimum bill will be the same as though one 
meter were installed. 

The company will read meters registering 


gas consumption under this rate on the last 
working day of each calendar month and bills 
for each month’s consumption will be due and 
payable on the tenth day of the month, follow- 
ing. 





WISCONSIN PUBLIC SERVICE COMMISSION 


Re Superior Water, Light & Power 
Company 


2-U-2392 
May 6, 1947 


PPLICATION by gas utility for authority to restrict connection 
l \ of commercial, industrial, and residential space-heating cus- 
tomers; rules approved for temporary application. 


Service, § 146 — Restrictions by gas utility — Space heating — Industrial cus- 


tomers. 


Rules designed to restrict the undertaking of a gas utility, by placing limi- 
tations on space heating and gas load of a firm industrial nature, should be 
approved pending further investigation, where it is indicated that increased 
and probable future increased demand for gas cannot be met by the utility’s 


supply of gas. 


By the Commission: The Superior 
Water, Light and Power Company, 
furnishing gas in and near Superior, 
on April 28, 1947, submitted the fol- 
lowing rules to the Public Service 
Commission of Wisconsin which are 
designed to restrict its undertaking of 
service in its gas service area: 

Superior Water, Light and Power 
Company—Superior Wisconsin. 

Rules for Temporarily Limiting the 
Acceptance of Space-heating Custom- 
ers. 


Class of Service Affected—Com- 
mercial, Industrial and Residential. 
Type of Utility—Gas. 


Rule A. Space-heating service will 
be furnished to newly constructed 
homes or newly created living quar- 
ters which cannot be heated by present- 
ly installed heating facilities, provided 
construction of such premises has been 
started and contracts for heating 
equipment to be installed in such 
premises have been executed prior to 
the date of filing of this application, 
April 26, 1947. 

Rule B. Gas space-heating appli- 
ances which replace other means of 
space heating or which supply addi- 
tional space heat or which are to be 
used to supply space heating to resi- 
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dential, commercial or industrial cus- 
tomers will only be served in the bona 
fide order of their application prior 
to April 26, 1947, to the extent that 
the demand required by the installation 
of these units will not exceed the 
maximum sendout limit set by the In- 
terlake Iron Corporation, Duluth, 
Minnesota. 

Rule C. No additional gas load of a 
firm of an industrial nature requiring 
more than a 5B meter will be connect- 
ed. 

Rule D. No space-heating equip- 
ment or prospective customer that falls 
within the prohibition of these rules 
shall be permitted to take space-heat- 
ing service under any rate schedule of 
the company. 

Rule E. These rules shall remain in 
effect until available supplies of gas 
permit their withdrawal. 

The applicant submitted data to 
show the necessity of the rules and, 
in general, such data indicates that the 
increased and probable future in- 
creased demand for gas within the 
service area of the company cannot be 
met by the applicant’s supply of gas. 


The applicant is, therefore, confronted 
with an emergency which can be met 
only by making its proposed rules im- 
mediately effective. Accordingly, the 
rules as submitted will be made effec? 
tive but only until a further order in 
this proceeding which will be made af- 
ter further investigation and public 
hearing. Such public hearing has been 
set for May 15, 1947, at 9 A. M. at 
the Commission’s offices in Madison. 

The Commission finds : 

That conditions pointed out in the 
Superior Water, Light and Power 
Company application, and which are 
known to exist, constitute an emer- 
gency which reasonably requires the 
curtailment of applicant’s undertaking 
of service, pending a further investi- 
gation of all the conditions relative to 
such curtailment of service. 


ORDER 


It is therefore ordered: 

That the rules submitted by the ap- 
plicant be and are hereby approved for 
temporary application and shall be ef- 
fective in the areas where it now 
serves until further order by this Com- 
mission herein. 
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Industrial Progress 


A digest of information on new construction by pri- 
vately managed utilities; similar information relating 
to government owned utilities; news concerning prod- 


ucts, supplies and services offered 


by manufacturers ; 


also notices of changes in personnel. 


$3,220,968 Program Proposed 
By Atlanta Gas Light Co. 


T= AtLtanta Gas Licut Company plans 
to spend an estimated $3,220,968 this year 
in improving its services. 

Seeking to meet the needs of present and 
new subscribers, the company reported its 
spendings this year would more than double 
the $1,507,577 spent last year for new construc- 
tion. It spent only $130,850 for new construc- 
tion in 1932. Peak spending before the war 
was in 1941, when new construction costs 


totaled $979,706. 


Bulletin Describes Automatic 
Controls for Gas Industry 


Armen controls for the gas industry is 
I the title of a new bulletin by Askania 
Regulator Company, 240 East Ontario street, 
Chicago 11, Illinois. 

Described in the bulletin are various control 
systems for controlling stack draft, furnace 
pressure, and collector mains in gas producing 
plants, Booster and exhauster controls, either 
for single or parallel operation, are explained 
in detail. 

Gas mixing systems, including. protane-bu- 
tane, both by straight volumetric methods and 
with BTU correction are illustrated and de- 
scribed. 

Types of holder controls, electronic and 
hydraulic, are shown and typical systems are 
illustrated, 

Copy of the builetin may be secured from 
manufacturer without charge. 


Campaign on Planned Store 
Lighting Released by EEI 
A 


PLANNED Lighting program for stores, first 

Aof five major projects in the Planned 
Lighting Program now being offered to the 
electrical industry by the Edison Electric In- 
stitute, is being distributed to utility com- 
mercial executives, according to Ralph P. Wag- 
ner, commercial division chairman of EEI. 
Four other campaigns, on residential, indus- 
trial, school and office lighting will be released 
within the near future, he said. 

“Through aggressive promotion of Planned 
Lighting, which consists basically of simply 
showing customers the reasons why their light- 
ing should be planned by an expert before they 
invest money in fixtures, the utility company 
has a rare opportunity to help retail merchants,” 
Mr. Wagner declared. The materials supplied 


in this program are designed to show the re- 
tailer how better light can be used to stop 
passers-by, and bring more of them’ into the 
store. Each promotional aid shows how better 
light helps to make more sales and profit per 
square foot of space, through revealing the 
true quality of merchandise, stimulating im- 
pulse sales and reducing the number of re- 
turns. 

The store lighting campaign consists of a 
plan book, which outlines suggested methods 
of successful selling in this field, market data, 
advertising plans, advice on sales training and 
organization, and other information, A series 
of 12 mailing pieces, for a complete year’s cam- 
paign; an attractive consumer booklet, for 
distribution by lighting salesmen; a forceful 
sales visualizer, which packs the profit possi- 
bilities of planned store lighting into a hard- 
hitting 10 minute presentation, and a recom- 
mended lighting layout and recommendation 
form, complete the list of program material. 


Davey Offers Power Take-off 
For Dodge Power Wagon 


Peovction of a “packaged” Davey heavy 
duty power take-off for Dodge Power 
Wagon trucks is announced by the truck equip- 
ment division, Davey Compressor Company, 
Kent, Ohio. 

Easily installed in the truck’s driveshaft, 
the power take-off immediately converts the 
Power Wagon into an efficient equipment truck, 
according to Paul H. Davey, president. Truck- 
mounted equipment is driven direct from the 
Dodge engine through the take-off. Need for 
separate, auxiliary engines is eliminated. 

Among the ideal take-off applications are 
air compressors, generators, and gas well 
bailers. 


Visual Control Board 


NEW of visual control board called 

“Trendicator” is being manufactured by 
L. M. Osborne Company, 45 Second street, San 
Francisco, California. It is a mechanical visual 
control board of extreme flexibility, used for 
graphically presenting and portraying facts and 
data in a correlated manner.'Items with fac- 
tors such as time, quantity, percentages, dol- 
lars, and operations can be related one to the 
other and each to the overall requirements in 
such a manner that individual item analysis is 
said to be completely eliminated. The result is 
an automatic analization which may indicate 
needed changes in policies or aid management 
in making decisions, directing action, and avoid- 
ing approaching bottlenecks, shortages, etc., 
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Tos step Gaccading Coonscter — 
ofen your Penn-Union Catalog 


---you'll find what you 


need in the compdede line 


The wide variety offered in the 
Penn-Union catalog includes: 
Grounding connectors, clamps, 
studs for all combinations of pipe, 
rod, flat bar, braid, tubing. Every 
one a thoroughly tested, dependa- 
ble unit of protection for per- 
sonnel and equipment . . . of 
ample capacity, high mechanical 
strength, and resistant to corro- 
sion. 

Penn-Union also makes the 
complete line of Service Connec- 
tors, Power Connectors, Tees and 
Cable Taps, Straight and Parallel 
Connectors, Terminal Lugs, etc. 
Penn-Union fittings are the first 
choice of leading utilities and elec- 
trical manufacturers—because of 
their known dependability. 


PENN-UNION ELECTRIC CORP. 
ERIE, PA. Sold by Lecdiag Wholesalers 


PENN-UNION 


COonUuwucrcar Frirrinc. “ 








without their having to spend countless hours 
studying figures and reports. 

Some of the principal uses of Trendicator 
are for inventory, sales, production scheduling 
and control, the control of parts into assembly, 
order control, machine and facility loading; 
functional, project and budget control. 


Southern Natural Gas Plans 
To Increase Facilities 


Qovrmmex Natura. Gas CoMPANny has been 
granted an interim emergency certificate 
authorizing construction of facilities to in- 
crease its pipeline capacity by 39,000,000 cubic 
feet daily. Present line capacity is 255,000,000. 

This construction includes installation of a 
total of 8,000 horsepower in four existing main 
line compressor stations, an aggregate of 18} 
miles of 20- and 22-inch loop line, and gas 
cooler, headers, valves, and other appurten- 
ances. 

These facilities do not include any extensions 
of the company’s system to new markets and 
comprise only construction planned for 1947. 


Oil-resistant Compound for 
Splicing Electrical Wire 
A* oil-resistant compound for splicing elec- 

trical wire was announced recently by 
United States Rubber Company. 

The new compound is made of neoprene rub- 
ber combined with special synthetics. It is 
recommended for use on any electrical circuit 
coming in contact with oil. 

It will be distributed in the form of tape 30 


feet long, three-quarters of an inch wide and 
.030 inch thick. 


George A. Hughes Award to Be 
Conferred for 1947 


| = annual George A. Hughes award for 
electric utilities making outstanding edu- 
cational gains in appliance uses, will be con- 
ferred for 1947 under sponsorship of Edison 
Electric Institute after a five-year wartime in- 
terruption. Eight prizes totaling $2,000 in cash, 
a silver trophy, and eight plaques go to electric 
companies for local advertising campaigns, 
school home economics department programs, 
and market cultivation among architects and 
builders, with kitchen planning, _ electric 
ranges, and commercial cooking advances con- 
sidered in making the awards. 

The awards were established in 1933, by the 
late George A. Hughes, inventor of the electric 
range and founder of Hotpoint, Inc. Since then 
the company has supplied the awards to the 
industry until the war interruption. : 

Divided into three classes, the judging will 
be classified as: Class one awards consisting of 
the Hughes trophy, two plaques and a total 
of $1,000 in cash will be made to the three most 
outstanding utility company educational efforts 
centering around all-electric kitchens. 
two awards consisting of a trophy plaque 
a total of $500 in cash will be made to the two 
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40 Years with 
INTERN ATIONAL 


bternetionsl, 3 spesveuter started in the truck Resiness in January 


7 when it introduced the Auto Wagon 


Late in 1940, a complete new line of International Trucks was = 
troduced. This line, enown as the * Lin souges from half- 
ton pickup to giant six-wheel “anit 


40th 
ANNIVERSARY OF 
INTERNATIONAL TRUCKS 


1907-1947—Forty years of 
International Truck Service 
to Industry, Commerce 
and Agriculture. 


Motor Truck Division 
INTERNATIONAL HARVESTER COMPANY 
180 North Michigan Avenue _%_ Chicago 1, Illinois 


tee 





In 1923, Harvester transferred its heavy-duty truck poses 
from Akron, Ohio, : £0 2 new eee 6 Te ae a, oe . The 
unit above was produced in 1 


Early in 1946, International Harvester announced the establish- 

ment of a new plant at Emeryville, California, for the production 

of giant 1 and off-highway vehicles. These range from 
0,000 to 90,000 pounds gross weight rating. 














In January, 1947, International Harvester celebrated its 40th truck 
anniversary and introduced its brilliant new KB Line— 165 basic 
models with gross weight ratings from 4,400 to 35,000 por 


Tune in “Harvest of Stars” Sunday! NBC Network. 


INTERNATIONAL 


Ad hd & 
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utility companies adjudged to have done the 
best educational job on domestic electric 
ranges. In the third classification, a trophy, 
two plaques and cash awards totaling $500 will 
be divided among the three utility companies 
considered to have done the most outstanding 
educational work in the field of commercial 
electric cooking. 

Sharing top honors in the last previous 
Hughes award were the Pacific Gas and Elec- 
tric Company, and the West Texas Utilities 
Company. Presentation of the 1947 awards will 
be made at the 1948 annual commercial section 
sales convention of the Edison Electric Insti- 
tute in Chicago next April. 


Bulletin on Combustible 
Gas Detection 


NEw technical bulletin (No. 1139) de- 

scribing the Davis Model 5 Vapotester, 
for the detection of the combustible gases or 
vapors, has been published by Davis Emergency 
Equipment Company, Inc., 174 Halleck street, 
Newark, New Jersey, manufacturers of gas 
detection equipment. 

Featured in the bulletin is the method of 
locating leaks in underground gas mains and 
service lines, The readings of concentrations 
up to 100 per cent gas on a meter having a 
three range scale are fully described. 

The bulletin also outlines the procedure in 
checking the progress of intensity of leaks, 
when there are more leaks to repair than there 
are crews to repair them. It explains how te 
locate the most serious leaks that need repair 
priority. 

A price list of the Davis M-5 Vapotester 
and accessories is also given, 


Apex Elec. Mfg. Offers New 
Wringer-Type Washer 


A= wringer-type washer (model No. 
820) is being marketed throughout the 


country by the Apex Electrical Manufacturing 


Company, it has been announced by C 
Frantz, president. 

The following specifications are listed for 
the new washer : 

Finish: Chassis and wringer assembly fin- 
ished in lustrous white baked enamel. 

ub: Dome-shaped tub, 23 inches in diam- 
eter, with the splash-proof, rolled in edge and 
corrugated sides. White baked porcelain 
enamel finish. 

Capacity: Eight pounds of dry clothes. 

Agitator: Three-vane, pressure cast alumi- 
num, 

Chassis: Tub supported on heavy P e steel 
base. All bearing points reinforced, Longer 
— life provided by over-sized shafts and 
studs, 

Wringer : Apex-Lovell wringer with extend- 
ed top to make rolls more easily accessible. 
Convenient end reset for ease of operation. 

Motor: Heavy duty, splash proof motor, 4 
H.P., precision built by Apex and permanently 
lubricated. 

Cord: 8 ft., moisture proof, rubber covered 
with patented Apex strain relief and unbreak- 


able rubber plug. Approved by Underwriters’ 
Laboratories. 

Mechanism: Apex direct drive, precision 
mechanism containing only five moving parts, 
assuring quiet operation. Needs no oiling. 


Plans $3,000,000 Expansion 
In Maryland 


igre neem totaling nearly $3,000,000 for 
the construction and expansion of tele- 
phone facilities throughout the State of Mary- 
land are being planned by the Chesapeake and 
Potomac Telephone Company. 

The major amount of the expenditure will 
be spent for routine construction, removal, and 
replacement of telephone facilities during the 
third quarter of 1947, company officials said. 

The new expenditures raise the total author- 
ized for this year to approximately $26,925,000. 


A-C Bulletin Describes 
“Pedrifugal” Pump 


NEw bulletin telling of the operating ad- 
vantages and construction features of its 

new line of “Pedrifugal” pedestal type cen- 
trifugal pumps has been released by the Allis- 
Chalmers Mfg. Company, Milwaukee. 

According to the bulletin, five sizes of this 
versatile pump handle all general pumping 
requirements up to 500 gallons per minute and 
up to 100 ft. head. Also possible, is an unlimited 
range of intermediate capacities and heads, 

In addition to diagraming nine construction 
features which make for low cost and efficient 
operation, the bulletin carries pump, motor, 
and Texrope drive selection table to permit 
correct selection of pump size, motor operating 
speed and Texrope drive to give the capacity 
desired. Also included are standard dimension 
tables of the “Pedrifugal” pump, which is 
stocked and sold with or without motors. 

Copies of the bulletin—52B6691—are avail- 
able upon request from the manufacturer. 


New Method of Dewatering Coal 


Ewitt-Rosins, Inc., through its Robins 
Conveyors Division, has just issued bul- 
letin No. 129 describing and illustrating the 
Robins Eliptex Dewaterizer. This 4-page bul- 
letin gives facts and case histories demonstrat- 
ing the ability of this Eliptex Dewaterizer 
to remove surface moisture from coal and 
other materials in sizes as small as 4” x 0”. 
Copies of bulletin No, 129 are available 
by addressing Robins Conveyors Division, 
Hewitt-Robins Incorporated, 270 Passaic ave- 
nue, Passaic, New Jersey. 


Bulletin on Steam Separation 


A NEW bulletin, “Steam Separation,” has 
been released by The Babcock & Wilcox 
Company. This literature describes B & W’s 
equipment for steam separation in boiler drums, 
B & W Steam Scrubbers, and B & W Cyclone 
Steam Separators, Operation of the equipment 
is shown, together with illustrations of appli- 
cations in several types of boiler units. 
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EXIDE BATTERIES ...READY FOR 
POWERFUL ACTION THE INSTANT IT’S REQUIRED 


With Exide Batteries on duty you 
can countona promptand power- 
ful response whenever there’s a 
storage battery job to do. In 
central stations throughout the 
country, Exide Batteries are used 
for a wide variety 
of applications— 
closing and trip- 
ping switch-gear, 
control bus oper- 
ation, emergency 
lighting and 


Exide 


BATTERIES 


other storage battery tasks. 


Exide Batteries have earned the 
confidence of engineers every- 
where, and their widespread use 
is proof of their dependability, 
long-lifeand ease of maintenance. 


Whatever your 
storage battery 
problems may be, 
Exide engineers 
will be glad to 
help you solve 
them. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 32 


Exide Batteries of Canada, Limited, Toronto 


¥ Sis i 
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SHIPS 


x* 


HYDRAULIC TURBINES 
— and — 
ACCESSORY EQUIPMENT 


x*x*r 


PRESSURE VESSELS 


x*r 


STEEL, IRON and 
BRASS CASTINGS 


xx* rk 


HEAVY FORGINGS— 


ROUGH or 
COMPLETELY MACHINED 


xx* 


NEWPORT NEWS SHIPBUILDING 
and DRY DOCK COMPANY 


INEwport News, 
VIRGINIA 
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Rite E TRENCHING JOBS (LONG OR 
SHORT...TOUGH OR NORMAL) and get them 


done on or ahead of time at minimum cost... 


Your trencher is the way to the speedy, profitable completion of your pipe 
line, drain tile and conduit jobs, for, if sets the pace. That's why 
CLEVELANDS with their many pioneered features are indicated. 

CLEVELANDS compact full crawler wheel type design, sturdy superior 
quality unit type construction, ease of handling and operation, ample 
power and low fuel consumption all add up to more work done, less 


maintenance and more profit on each and every job. 











HO 
CLEVELAND 17, © 





+ a p T 
Ree CLEVELAN® | 
79100 St. CLAIR AVEN 
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PROFESSIONAL DIRECTORY 


@ This Directory is reserved for engineers, account- 
ants, rate experts, consultants, and others equipped to 
serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, 
financing, design, and construction. 




















Tur American Arprpraisat Company 
ORIGINAL COST STUDIES « VALUATIONS e REPORTS 


for 
ACCOUNTING AND REGULATORY REQUIREMENTS 
NEW YORK WASHINGTON CHICAGO MILWAUKEE SAN FRANCISCO 
and other principal cities 








DAY & ZIMMERMANN, INC. 
ENGINEERS 
PHILADELPHIA 


PACKARD BUILDING 








ELECTRICAL TESTING LABORATORIES, INC. 


Electrical and General Testing—Inspections—Research—Certification 


2 BAST END AVENUE AT 79th STREET, NEW YORK 21, N. Y. 
BUtterfield 8-2600 


fF Jord, Bacon & Davis 
Bap VALUATIONS Engineers CONSTRUCTION 


REPORTS 


NEW YORK @ PHILANFIPHIA @ CHICAGO e@ LOS ANGELES 

















GILBERT ASSOCIATES, Inc. 


SPECIALISTS 


ouane POWER ENGINEERING SINCE 1906 po assine and Expediting, 








Steam, Electric, Gas, Hydro, 
Designs and Conscruction. Serving Utilities and Industrials, = BLT angi Relations, 
eratin e 4 A 
~ . Reading °* Philadeiphia original Cost Accounting, 


Inspections and Surveys, 


Feed Water Treatment. Washington ° New York Accident Prevention. 
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FREDERIC R. HARRIS, INC. 

FREDERIC R. HARRIS ‘ENGINEERING CORPORATION 
FREDERIC R. HARRIS FREDERICK H. DECHANT 
ENGINEERS 
Reports Designs Management 
NEW YORK 
Atlanta Knoxville Philadelphia San Francisco 








ENGINEERS ee ia CONSTRUCTORS 
1518 Walnut Stree % Philadelphia 2, Pa 


New York Washington 5 





WILLIAM 8S. LEFFLER 
Engineers Associated 
Management Consultants 
Cost Analyses for Rate Revisions Regulatory and Municipal Problems 
Rate and Sales Research for Increased Operating Income 
NOROTON CONNECTICUT 








LOEB AND EAMES 


Public Utility Engineers and Operators 
Ice and Refrigeration 
Valuations, investigation reports, design and supervision of construction 


57 WILLIAM STREET NEW YORK 











N. A. LOUGEE & COMPANY 


(SUCCESSORS TO J. H. MANNING & COMPANY) 


REPORTS — INVESTIGATIONS — VALUATIONS 
BUSINESS AND ECONOMIC STUDIES 


120 Broadway New York 








“DESIGNING * ENGINEERING ¢ CONSTRUCTION 
PIPING * EQUIPMENT « SURVEYS * PLANS 


Complete Plant or Installations 


every detail geared to more profitable operation 


See Sweet 
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PUBLIC UTILITY ENGINEERING & SERVICE 
CORPORATION 
CONSULTING ENGINEERS 
DESIGN OPERATIONS 
STEAM — HYDRAULIC — GAS 
231 S. LA SALLE ST., CHICAGO (4), ILL. 











SANDERSON & PORTER 
ENGINEERS ; 
AND 
CONSTRUCTORS 


S&P 








Sargent & Lundy 


ENGINEERS 
Steam and Electric Plants 
Utilities—Industrials 
Studies—R eports—Design—Supervision 
Chicago 3, Iii. 








E. A. STEINBERGER 


Consulting Valuation Accountant and Engineer 
Depreciation Studies, Original Cost Accounting, 
Valuations and Unitization of Gas Properties. 


Member 
I Engineers and National Society of Cost Accountants 


Dallas 1, Texas 





The National Society of Prof 
1309 Liberty Bank Buliding 








The J. G. WHITE ENGINEERING CORPORATION 
Design—Construction—Reports—Appraisals 
Consulting Engineering 


80 BROAD STREET NEW YORK 4, N. Y. 





2. 








ALBRIGHT & FRIEL, INC. 
FRANCIS S. FRIEL 


Consulting Engineers 
Water, Sewage and Industrial Waste Problems 


“esncee feo Gatti Leer 
1528 WALNUT STREET PHILADELPHIA 2 








BLACK & VEATCH 
CONSULTING ENGINEERS 
Appraisals, lovestiontons and re 
ann Ban Public t tiliey Properties 


4706 BROADWAY KANSAS CITY, MO 
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EARL L. CARTER 


Consulting Engineer 
REGISTERED IN INDIANA, NEW YORK, OHIO, 
PENNSYLVANIA, WEST VIRGINIA, KENTUCKY 

Public Utility Valuations, Reports and 
Original Cost Studies. 


910 Electric Building 





Indianapolis, Ind. 


ROBERT T. REGESTER 


Consulting Engineer 


Hyprautic Strucrures — UTiities 
F.ioop Contro: — Water Works 


Baltimore Life Bldg. Baltimore 4, Md. 











W. C. GILMAN & COMPANY 


ENGINEERS 
and 
FINANCIAL CONSULTANTS 


55 Liberty Street New York 


A. S. SCHULMAN ELEctric Co. 


Contractors 
TRANSMISSION LINES—UNDERGROUND Distri- 
BUTION — Power STATION — INDUSTRIAL — 
COMMERCIAL INSTALLATIONS 


537 SoutH Dearsorn Sr. Cxicaco 











JACKSON & MORELAND 


ENGINEERS AND CONSULTANTS 


ee Sen iees AND INDUSTRIALS 
SUPERVISION OF CONSTRUCTION 
MACHINE DESIGN — TECHNICAL PUBLICATIONS 
REPORTS — EXAMINATIONS — APPRAISALS 


BOSTON NEW YORK 


SLOAN, COOK & LOWE 


CONSULTING ENGINEERS 
120 SOUTH LA SALLE STREET 


CHICAGO 
Appraisals — Reports 
Operating — Financial — Plant 








JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 
in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 


MANFRED K. TOEPPEN 
ENGINEER 
CoNSULTATION—I NVESTIGATION—REPORTS 
MARKET AND MANAGEMENT SURVEYS 
VALUATION, DEPRECIATION AND RATE 
MATTERS 


261 Broadway New York 7, N. Y. 








LUCAS & LUICK 


ENGINEERS 
DESIGN, CONSTRUCTION SUPERVISION, 
OPERATION, MANAGEMENT, APPRAISALS. 
INVESTIGATIONS, REPORTS, RATES 


231 S. LaSaLLe St., CHicaco 


WESTCOTT & MAPES, inc 


ARCHITECTS & ENGINEERS 


INVESTIGATIONS © REPORTS 
DESIGN ° SUPERVISION 


New Haven, Connecticut 











FRANK O’NEILL 
Public Utility Consultant 
327 South LaSalle Street, Chicago. 4, Illinois 


Accounting, financial, insurance, tax, rate case 
work and original cost studies. 








Representation in this Professional Directory 
may be obtained at very reasonable rates. 
Kindly address inquiries to: 


ADVERTISING DEPARTMENT 
Public Utilities Fortnightly 
1038 Munsey Building 
Washington 4, D. C. 
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The Fortnightly lists below the advertisers in this issue for ready to) 
ence. Their products and services cover a wide range of utility needs 
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sage & Friel, Inc., Engineers 
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*Babcock & Wilcox Company, =e 


Barber Gas Burner pony, 
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Carter, Earl L., Consulting Engineer 
Cleveland Trencher Co., The 
Combustion Engineering Company, ° 
Crescent Insulated Wire & Cable Co., Inc 


Day & Zimmermann, Inc., Engineers 
Dodge Division of Chrysler Corp. 


Ebasco Services, Incorporated 
e Battery Company, The 


Electric Sto 
Electrical Testing Laboratories, Inc. 
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RUST-OLEUM ives lasting protection 


|. Apply Directly Over Rust 
Wirebrushing to remove scale and dirt 
is all that is necessary. Any rust left 
iseliminated when Rust-Oleum is 
applied. Avoid cost of sandblasting 
or chemical rust cleaners. 


2. Quick and Easy To Apply 

Brush, dip or spray. Rust-Oleum goes 
on quickly without professional equip- 
ment or labor. No brushmarks...flows 
cut completely self-leveling. On aver- 
age jobs, °S% of normal time is saved. 


3. Costs Less Per Square Foot 


Material cost is less than 1-cent per 
‘quare foot. Lasts 2 to 10 times longer 
than ordinary materials. Excellent 


decorative a i 
Pppearance and superior 
Performance, 

— 


Rust-Oleum is the modern, quick, low-cost way to stop and prevent 
rust on iron and steel surfaces of buildings, towers and other equip- 
ment. Many public utilities use Rust-Oleum. It adds years of extra 
service to all metal. Rust-Oleum can be applied over metal already 
rusted. It penetrates rust...incorporates it in the film...and forms a 
tough, durable, elastic coating that defies rain, snow, dampness, fumes 
and other rust-producing conditions. It may be applied over clean 
metal or on surfaces previously painted which are sound. There are 
Rust-Oleum products for interior or exterior uses. Complete engineering 
service is available. A demonstration by a qualified specialist at no 
cost or obligation can be arranged promptly to show you how Rust- 

Oleum can reduce maintenance costs and constantly protect your large 
investment in buildings and equipment. All colors and aluminum. 


! GET ALL THE FACTS—Mail This Coupon NOW! H 
' 

RUST-OLEUM corporation | 

1 

1 

' 

1 


1 
1 
\ 
| 2457 Oakton Street, Evanston, Illinois 
i 
Hl 
1 
1 


Please send mea free copy of the new Rust-Oleum Catalog showing 
color selection and recommended uses. 


Name 
Company. 
Address. 


Town State 


Salad 


O Check here for name of nearest distributor. 


\.-----------------~--------- 
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ransfer Stresss« 


Endangering Your Piping Systeng? 


THE PROBLEM: 


4 


THE SOLUTION 





& 


If the full safety factor is to be maintained in 
piping, then any weight transfer stresses caused 
by vertical movement of piping due to expansion 
or contraction, load change, surge or vibration 
must be eliminated. Diagram illustrates this 
problem—if pipe hangers “H” do not support 


full weight of the piping “P” in both cold posi- 


tion “1” and hot position “2”, then dangeréus 
stresses may result at connections “C”, 








Main steam line at Hell Gate Station of Con- 
solidated Edison Company is provided con- 
stant support by Grinnell pews =n: 


Hangers. 


at 





Provide constant support to the piping t!.-ough 
out the entire range of vertical moveme::: with 
Grinnell Constant-Support Hangers—th. only 
constant support hangers. A lever, turning on the 
main pivot, balances the weight of a ve:tically 
shifting load because the change in mome iit arm 
with lever rotation is such that the pro ‘uct of 
the moment arm and the spring force is alwaj 

constant and equal to the weight of the )iping. 


GRINNELL CONSTANT-SUPPORT HANGE®S — 


the ONLY Constant-Support Hangers 
FEATURES: 
c tant t of 
Cootiaageert o 
positions. 
Fut safety + ged of 


is thane senittned. 
Non-resonant, energy 


Mass-produced from 
—* precision 


© aledhibindelcclad 
fat ong intailetion. 


@ Minimum he droom 
required. 
Write for data bock containing complete det« 


GRINNELL COMPANY 


4 





